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INCREASE YOUR GAS LOAD... GET BEE 
THE 4° $.G@M TRADE-IN OF 


Good ‘till October 20 


NEW YORKER 8-unit Gas model. Stainless steel 
range body—4 gallon water tank with Automatic 
Filling Device and Thermostatic Heat Control supplies 
hot water (190°) at high speed. Brews from 12 to 
396 cups per hour. 


NEW YORKER 4-unit Gas model. Stai 
range body. 4 gallon hot water tank with 
Filling Device and Thermostatic Heat Control 
hot water (190°) at high speed. Brews 
240 cups per hour. 


All Silex tank models are Solenoid valve water control. Installed on the cold water feed line, this 


feature eliminates an tee Frouble't from alkaline deposits. When ordering tank models, spec! voltage—type 
(A.C. or D.C. )—and’ eveles for Solenoid valve. 7” sat 


Last call to jump on the Silex trade-in band- 
wagon! It’s selling Silex Glass Coffee 
Makers to hotels, restaurants, lunch coun- 
ters and drug stores everywhere! It enables 
them to save up to $35.00 by trading in old 
equipment. This increased volume in Silex 
Commercial Equipment means a great in- 
crease in gas load for you. 


Dozens of reports from Silex users prove 
that the installation of Silex Commercial 
Equipment greatly increases coffee con- 
sumption. Frequently Silex units are in use 
all day and all night. Naturally this means 
continuous, high peak gas consumption. So 
get behind the Silex trade-in plan... and 
boost your load. 


Generous Trade-in Allowance on Medels 
to Meet all Requirements : 
$35 allowance on 8-unit model with built-In hot water tank. 
$20 allowance on 4-unit model with bullt-in hot water tank. 
$5 allowance on FAIRMOUNT 4-unit model. 
$2 allowance on SINTON 2-unit model. 
These trade-in allowances apply only on models 
complete with glassware. 


All Silex Gommercial Models now f 
with sensational new upper bowl } 
simplifies handling of hot upper bow 
famous Silex patented filter; fasten 
curely, it filters through cloth, th 
method that insures clear, clean coff 
of all sediment . . .. Pyrex Brand 
Regular list prices from $17.45 to $ 


FREE 
BOWL HOLDER 


with every trade-in! 


This new Moldex rack offers a 
convenient simple place to store 
uppee bowls. it may be fastened 
the wall or counter. 

And it is FREE with every one 
of these trade-in models. Ad- 
ditional racks may be purchased 

5 With carryieg handle 








THE SILEX CO., Dept. P-10, Hartford, Conn. 


Without any ae please send me full details of ¢ 
trade-in plan 
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I am the most useful, the most willing, the most 
dependable servant of mankind. 











I may be tiny, hidden, unregarded. Or I may 
become a roaring, searing inferno of heat, as in- 
stantly I do the will of those I serve. 


The mighty power that I use for my masters in 
industry—power and heat that will melt the tough- 
est steel—I use as willingly in the gentle tasks of the 
home and the nursery. 


I melt the steel for mighty bridges and lofty 
towers, but with my kindly heat I bring comfort 
and healthful warmth like sunlight to the aged, to 
the very young. 


I am the pulsing life of tremendous industries. 


I am the grateful warmth in the refuge of Home. 


I lift burdens. I lighten labor. I cheer the dis- 
consolate. I nourish the weak. I safeguard from 
disease. 


I am ready to serve instantly, day or night, fair 
weather or foul. I never delay. I never fail. 


For as I serve you, there are those who serve me 
faithfully that I may serve you better. To them, as 
to me, it is unthinkable that I should fail. No labor 
is too great, no vigilance too exacting, no diligence 
too costly, if by that diligence, by that vigilance, 
by that labor it may be assured that I will never 
fail you. 


For I must not fail. 


I am the Gas Flame. 


ATLANTA GAS pL ntl 
NY 
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KONITE VARNISHED CAMBRIC 
aah have a long-established 
record of reliable performance. This 
record is represented by thousands 
of installations in all conditions of 
use throughout the country. 

Okocloth fabric, a more recent 
but well-demonstrated insulation, 
definitely increases the wide scope 
of varnished cambric . ..Okocloth 


fabric was specially developed for 


OKONITE VARNISHED FABRICS 


1938 Marks Our 60th Year of Service 


KONITE COMPANY 


conditions where a higher degree 
of resistance to heat and oil is 
required. 

Full knowledge of the use possi- 
bilities of Okocloth Cables is im- 
portant because of the increasing 
number of applications which will 
be found for them. Details of voltage 
and temperature ratings and other 
characteristics of Okocloth will 


gladly be furnished upon request. 


Founded 1878 
EXECUTIVE OFFICE: Wy PASSAIC, NEW JERSEY 


HAZARD INSULATED WIRE WORKS DIVISION 


New York Boston Seattle Buffalo 
Philadelphia Los Angeles Pittsburgh 





OKONITE QUALITY. CANNOT BE 


THE OKONITE-CALLENDER CABLE CO., INC. 


Chicago Dallas Detroit Atlanta 
St. Louis Washington San Francisco 





WRITTEN SENTEO. A SPECIFICATION 
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Pages with the Editors 


s promised in our last issue we have tried 

to make this number of Pusiic UTILITIES 
ForTNIGHTLY especially interesting to the 
members of the gas and independent telephone 
industries as they gather for their respective 
national conventions at Atlantic City and Chi- 
cago. The annual meeting of the American 
Gas Association at the sea coast city takes 
place October 10th through October 13th. A 
little later the United States Independent 
Telephone Association holds its annual con- 
clave in the Windy City, October 18th through 
October 21st. To both conventions we express 
our hope for interesting and profitable ses- 
sions. 


¥ 


WwW: are fortunate, indeed, in securing for 
this issue an article by the acting chair- 
man of the Federal Power Commission, the 
HonorABLE Criype L. Seavey. At our invita- 
tion, Mr. SEAvey has written an explanatory 
statement which sets forth in a broad and gen- 
eral way the purpose, scope, and other fac- 
tors surrounding the new Natural Gas Act. 
This is all quite unofficial and informal, of 
course; but since it comes from the acting 
head of the Federal authority which has the 
duty of administering this important regula- 


CLYDE L. SEAVEY 


To what extent will the Federal government 
take over natural gas regulation and why? 


(SEE Pace 505) 
OCT. 13, 1938 


ERNEST 0. THOMPSON 


A state commissioner looks at the new Natural 
Gas Act. 


(SEE Pace 491) 


tory statute, we are confident that this article 
will be read with interest and profit by all con- 
cerned with the welfare of the natural gas 
industry. 


Mr. SEAveEyY is a native of Illinois who fol- 
lowed Horace Greeley’s advice and went still 
farther West as a young man to enter the 
mining industry in Arizona in 1896. The turn 
of the century found him engaged in newspaper 
work in Pasadena, Calif., and a few years 
later the versatile Mr. SEAVEY turned up as 
assistant secretary of the California State 
Board of Examiners. After several years’ 
service as a member of the State Board of Con- 
trol, which regulates California’s fiscal opera- 
tions, he was named successively: (1) chair- 
man of the State Tax Commission; (2) mem- 
ber of the State Civil Service Commission; 
(3) city manager of Sacramento; (4) member 
of the California Railroad Commission (1923- 
34). President Roosevelt appointed Mr. 
SEAVEY to the Federal Power Commission in 
1934, and he was elected to the vice chairman- 
ship by his fellow members. That automatical- 
ly made him acting chairman upon the recent 
resignation of Chairman McNinch, who trans- 
ferred his talents to the chairmanship of the 
FCC. Mr. Seavey is classified as a Republican 
member of the commission, which is required 
by law to be bipartisan in membership. 
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niformly heated billets 
of specially selected steel 
pass between heavy rolls, set 
slightly askew, and a piercing 

ool opens up the center. Further 
xpanding and rolling to accurate 
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ts extra strength and accurate 
wall thickness. 


J & L Seamless Pipe...and the 
J & L manufacturing process... 
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In POWER PIPING...it’'s J&L Seamless 


for safety, dependability, economy 


With J & L Seamless Pipe carrying the load, you are sure of the 
utmost in safety. There can be no failure at or near a weld... for 
there are no welds .. . no weak spots. 

Installations in power and manufacturing plants all over 
the country are proving the merits of J & L Seamless. The 
piercing and rolling process by which Jones and Laughlin 
manufactures Seamless Pipe literally rolls extra life and — 
extra strength into every length of J & L Seamless. 

Gain the extra advantages .. . the longer life .. . the 
greater safety ... that J & L Seamless Pipe gives you. 

Make your maintenance dollar go farther. Specify Jones 

& Laughlin Seamless Pipe for all your power and process needs. 


OTHER J&L PRODUCTS 
Seamless Boiler Tubes .. . Seamless Condenser and Heat Exchanger 
Tubes ... Welded Steel Pipe... and a variety of other steel 
products for maintenance and manufacturing. 


JONES & LAUGHLIN STEEL CORPORATION 


American Iron ano Steet Works 
PITTSBURGH. PENNSYLVANIA 


MAKERS OF HIGH QUALITY IRON AND STEEL PRODUCTS 
SINCE 1850 


J&L—Always Making Finer Carbon Steel Products for New and Better Uses 
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8 PAGES WITH THE EDITORS (Continued) 


eae are many new features of Federal 
regulation which are almost certain to be 
frequent topics of serious conversation at the 
American Gas Association meeting, concerning 
the Natural Gas Act which places interstate 
gas operation under the control of the Federal 
Power Commission. In the ForTNIGHTLY is- 
sue of August 18, 1938, we published an article 
by one of our staff members analyzing the va- 
rious sections of this important statute. In 
this issue we present two different approaches 
to the same general topic. First, there is ‘the 
question of how the state utility commissions 
feel about the new law, described by Commis- 
SIONER Ernest O. THompson of the Texas 
Railroad Commission (starting page 491). 
Again, there is the broader question of the 
economical relationship between natural gas 
regulation and the general conservation of our 
national resources (starting page 483), as de- 
scribed by MiLLarp Mixpurn Rice. 


Sd 


OMMISSIONER THOMPSON is a born and bred 

Texan, who began his career, in the true 
Horatio Alger fashion, as a newsboy on the 
streets of his home town of Amarillo. By 
alternate hard work and study, CoMMISSIONER 
THOMPSON managed to attend the Virginia 
Military Institute and the Eastman Business 
College at Poughkeepsie, N. Y. He graduated 
in 1917 as president of his class at the Uni- 
versity of Texas Law School, and just in time 
to join the Army. 


On the battlefields of France, Mr. THomp- 
son’s ability again challenged recognition and 
at the age of twenty-six he wasmade lieutenant 
colonel—the youngest of that rank in the whole 
A. E. F, Following a post-war period of law 
practice in Amarillo, he was elected that city’s 
mayor on a promise to cut utility rates and 
taxes—did both and was reélected. He was 
appointed to the Texas commission in 1932 
and has since been active in cleaning up the 
tangled petroleum-gas problems. He was made 
chairman after his article was written. 


> 


NOTHER World War veteran, of the Army 

air service, is MitLArp MILBurN Rice, 
who may be recalled for a former contribution 
to this magazine. Although trained as an ac- 
countant, a health disturbance compelled him 
to forsake that profession and turn to popular 
economic literature. This turned out to be a 
fortunate choice for both Mr. Rice and his 
reading public. Since 1925 his articles have 
appeared in numerous periodicals, including 
the Saturday Evening Post, Collier's, Nation’s 
Business, Barron’s, and, of course, Pustic 
Uriuities FortNicHtty. He is now a resident 
of Jefferson in the Free state of Maryland. 


¥ 


B ki is one aspect of the new Federal 


Natural Gas Act that a perusal of recent - 


news items brings up for serious consideration 


OCT. 13, 1938 


MILLARD MILBURN RICE 


What kind of competition is just around the 
corner for gas? 


(SEE Pace 483) 


by students of regulation. The Bible tells us 
that no true servant can serve two masters 
and experience tells us that no master can 
justly serve two interests if they conflict. 


Ir is not an easy problem—and not entirely a 
remote one. So far the FPC has had no 
regulatory trouble with economically competi- 
tive power and natural gas operations. But it 
has already heard from another competitive 
fuel—coal—and from its duly authorized Fed- 
eral regulator—the National Bituminous Coal 
Commission. Seems that the coal commission 
recently filed objections to the granting by the 
FPC of a certificate for the construction of a 
new pipe line from Kansas gas fields to Min- 
nesota’s Mesaba iron range. The coal commis- 
sion foresees further destruction to the coal 
industry and possible ruin for the railroads if 
the new pipe line is built. Yet there are, pre- 
sumably, customers waiting for the gas in 
Minnesota. What is the FPC to do in such a 
situation—start out on its new job as natural 
gas boss by throttling the very industry it is 
required to regulate? 


¥ 


= remaining article is a study of the 


special telephone investigation by the 
Federal Communications Commission and its 
possible consequences and is the product of 
FrANcis X. WELCH, member of the editorial 
staff of Pustic Urtitities FortNIGHTLY. 


THE next number of this magazine will be 
out October 27th. 


Ir Calta. 
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WASHINGTON GAS LIGHT COMPANY reports 
NEW KARDEX “CUSTOMER CONTROL” PLAN 
INSTRUMENTAL IN SECURING $125,000 OF 
THEIR TOTAL APPLIANCE SALES... 


The W. n Gas Light Com- 
‘customer control”. 

7o 

forms, 

supplies new system. 


ARDEX 


CUSTOMER CONTROL” RECORD 


single 6"x7%" fold-over Kardex form inserted 
6x4” Kardex pockets supplies all the neces- 
information for close follow up of each cus- 
This record, (shown at right) describes 
cones of all apapences used by each cus- 


agg of call dates, and sales literature 
+ pean to it from the salesman’s 
pt: car 


VISIBLE MARGIN SIGNALS 


celluloid-protected visible margin quickly 

sales possibilities. Different colored sig- 

placed in the right hand margin designate 

for appliances: ranges—blue; water 

; refrigerators— black; and house 

and white. An orange signal 

along 1 to 31 scale aes date for 
follow up or call bac 





ITH 28 salesmen responsible for 96,000 

customer-contacts Washington Gas 
Light Company had to have an efficient and 
controlled customer sales record. Now, in 
ONE record is what previously required four. 
They are saving time in posting and refer- 
ence. They added, with the aid of this Kardex 
record, $125,000 to their total appliance bus- 
iness the first year alone! - 


THIS IS THE FIRST OF A “SUCCESS STORY” SERIES 


ee Se Se Te 


at the left is for “campaign” and is signalled by appliance Untold hundreds of others repose in our files. Let these 
to receive the next campaign follow up. experiences be the background of your new sales records. 


COSTS NOTHING TO INVESTIGATE and you stand to gain MAIL THIS COUPON for complete details ~ “How you 
so send the coupon today for full information on how can increase your appliance sales and service loads” 
invigorate your sales force, make extra profits,and increase PSS SSB BBB ee| 
satisfaction, all by meer your sales record sys- gj Remington Rand Inc., Buffalo, N.Y. Dept. U 1013 


making it a “customer control” Please send full details, without obligation, on increas- § 
ing our appliance sales and service loads. 


City and State 
SE BEB BBB BeBe eee ee eee 
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a GAS METERS AND TOOLS ARE 
FULLY PROTECTED IN A BODY 
DESIGNED TO CARRY THEM 








The 3979 body provides a place for all pipe, pipe 
fittings, gas meters and tools needed for installation 
and service. The easy accessability of the compart- 
ments reduces the installer’s time to a minimum in 

) handling and removing the material. Tool replacement 
costs are reduced when methodical loading prevents 
them from moving about and protects them from the 


weather. 
d The body illustrated will accommodate sixteen type 
7 5-L and six type 10-L gas meters. The number of gas 


meters carried in our bodies varies from four in the 
coupe deck tray to forty in the larger units. We manu- 
L facture gas line construction and maintenance bodies 
complete with air compressor and compartments for 
air tools. 


argest Exclusive Manufacturer of Standard Utilities Equipment for Motor Vehicles 
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Remarkable Remarks 


“There never was tn the world two opinions alike.” 





—MONTAIGNE 





Roy O. WoopruFF 
U. S. Representative from 
Michigan. 


Key PITTMAN 
U. S. Senator from Nevada. 


CHRISTOPHER C, VOGEL 
Writing in Forbes. 


EMANUEL CELLER 
U. S. Representative from 
New York. 


Joun M. Carmopy 
Rural Electrification Ad- 
ministrator. 


CuHares R. Eckert 
U. S. Representative from 
Pennsylvania. 


Joun W. Hiv 
Public Relations Counsel. 


FRANKLIN D. ROOSEVELT 


Harry E. Jorpan 
Secretary, American Water Works 
Association. 


Apam S, BENNION 
Assistant to President of Utah 
Power and Light Company. 
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“Control, once established, is never suppressed until 
it becomes all-inclusive.” 


¥ 


“If there ever was a greedy and stupid industry, it is 
the public utilities industry as a whole.” 


¥ 


“Today, the farmer finds his ‘wired help’ a useful and 
inexpensive handy man around the premises.” 


¥ 


“Public interest, not price, is the test upon which trans- 
fer of control fof radio stations] should be determined.” 


y 


“We are experimenting now on marking poles, and we 
might get a WPA project to mark the poles with REA 
designations,” 


" 
“Public business ought to be controlled and regulated 


by government; private business ought to be left 
severely alone.” 


¥ 


“Most of the antagonism toward business is due to 
the fact that the public has been brought up on a rich 
diet of misinformation.” 


¥ 


“The ultimate rulers of our. democracy are not a 
President and Senators and Congressmen and govern- 
ment officials but the voters of this country.” 


¥ 


“If revenue from a publicly owned utility is used to 
supplant other taxes, then the tax system of the munici- 
pality is on an unfair and unjust basis.” 


¥ 


“Our biggest job is to so conduct our businesses that 
we won't be taken over by the government. Only by so 
doing can we stem the tide toward government owner- 
ship.” 


12 
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Burroughs 
SHORT-CUT 
KEYBOARD 


ELIMINATES 
NEEDLESS 
S OPERATIONS 



















om 


ALL CIPHERS ARE AUTOMATIC 


Only on the Short-Cut Keyboard are ciphers 
written automatically. 


SEVERAL KEYS AT ONE TIME 


Only on the Short-Cut Keyboard can two or more 
keys be depressed at one time. 


VUCAFPRORONGUNOCUUOSUU 
VOnoaA UONOUFR ON ONAVOSD 
ocouvevdoOMOUUDOOCOUNOOO 


ENTIRE AMOUNTS IN ONE OPERATION 


Only on the Short-Cut Keyboard can an entire is | 7 is a cynical aa of ets So 
a sands of needless operations can be elimi- 
mount and the motor bar be depressed together. | Seated ley the Bursouginn ahape-cut sothed. 
* The amount 25.60, for instance, was listed 
Call the local Burroughs office for a demonstration ' and added by depressing the 2, 5 and 6 


of the short-cut method on the Short-Cut Keyboard. | pn saigg oe Barn yr nh At bag tg ra ; 


-, time. The amount 6,712.70 was listed and 
' added the short-cut way in two operations 


TUT toliicl Lae WD iicm Ta tii amdel ty V hae instead of seven. 
DETROIT, MICHIGAN Bee ais 
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“The most harmful propaganda entering into the whole 
transportation crisis is the constant stream of mislead- 
ing and beclouding information emanating from rail la- 
bor leaders and politicians to the effect that the railroads 
of America are overcapitalized.” 


* 


“A railway strike resulting from the present wage con- 
troversy would mark the complete breakdown of the 
Railway Labor Act, which has been repeatedly lauded 
as the most effective legislation for maintaining indus- 
trial peace that has been passed by Congress.” 


> 


“Our telephone companies should be praised for their 
many great savings in telephone operating costs; but we 
are at the end of the rope, and have been for some time, 
because we have been robbing the investor of his just 
returns and giving it to the telephone subscriber.” 


¥ 


“If some of them [newspapers] will regard radio as 
a competitor to be fought and crushed, what a rueful 
day is in store for them when not only program listings 
but previews, reviews, photos—yes, and even advertising 
—will be brought directly into homes via facsimile.” 


¥ 


“Railroads are now assessed $26,000 annually for state 
regulation in Ohio. Why do they continue to pay, since 
their operations are almost exclusively interstate, and 
since they know that part of this assessment is expended 
for regulation of their competitors—the motor carriers?” 


¥ 


“What is needed today is a renaissance of the spirit of 
states’ rights and local self-government, revolt against 
Federal usurpation, and a determination to resist the 
centralizing, centripetal forces which are drawing states 
within the swirling maelstrom of a powerful national 
government.” 


> 


“The public ignored the competition of TVA with 
private utilities, and that made it easy for the govern- 
ment to go into the banking business, into the realty busi- 
ness, into the insurance business, and into price fixing, 
manufacturing, merchandising, radio broadcasting, and 
medicine,” 


¥ 


“Private enterprise is one thing—but in a democratic 
state and in this country especially, it is not to be used 
as the vehicle by which the state itself is submerged and 
made the satrapy of concentrated economic power, nor 
can such a state survive if it permits this submergence 
and the usurpation of its prerogatives.” 
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NATURAL, GAS 


. . the Fuel with Uses as Varied 
as the Demands of Home and Industry 


In response to the varied needs of our modern civilization, 
natural gas finds an ever widening sphere of usefulness, 
Readily available—to the home for heating, cooking and 
refrigeration ; to industry for manufacturing, refining, con- 
ditioning and converting—natural gas today has proved 
itself a highly dependable, economical fuel. Annual con- 
sumption of some two and one-half trillion cubic feet 


provides notable evidence of its versatility and value. 


COLUMBIA 
SYSTEM 


A 
* 


COLUMBIA GAS & ELECTRIC 
CORPORATION 
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"The careful investor judges a 
security by the history of its 
performance, 


in three-quarters of a cbgituiry of continuous 
production, has established a record of per- 


formance that is unequalled in the history 
of insulated wires and cables. 


Kerite is a seasoned security. 
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A time- and money-saver on all types of 
hammer work—driving, cutting, digging, 
drilling, breaking, etc.—BARCO Portable 
Gasoline Hammers are reducing hammer 
costs for public utility corporations every- 
where. No job is too tough. . . no location 
too inaccessible . . . for this versatile, 
powerful tool. May we send details on its 
year ‘round Economy Dividend possi- 


bilities? 


BARCO MANUFACTURING CO. 


4 1803 W. Winnemac Ave., Chicago, Ill 
BARCO,.” <xcune 
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NEW, APPROVED, IMPROVEI 


~ 
PERMISSIBLE UNDERWRITERS e 
LABORATORIES INSPECTED 
FLASHLIGHT FOR USE IN GAS 
AIR MIXTURES OF CLASS 1 
GROUP D~ INCLUDING 
GASOLINE - PETROLEUM- 
NAPTHA- ALCOHOLS -ACETONE 
LACQUER SOLVENTS AND 
NATURAL GAS 


SERIAL NE 


Approvac N2 605 
Appacvte Foo tarry Ir Ain | NATIONAL CaRBON Co.INC. 
nt 


Ano Mernane Mixtures Ma Yor«,NY. 
c Ye r ; 
! | 


INDUSTRIAL FLASHLIGHTS \- | 























gaseous atmosphere bear the inspection labels of both the U. S. 
Bureau of Mines and the Underwriters’ Laboratories. They are SAFE 
‘under the dangerous atmospheric conditions listed on the label. | : 
The new “Eveready” Safety Flashlights are of high quality semi- 
4 


"Turse new “Eveready” focusing spotlights for use in explosive, | 


hard rubber reinforced with brass, with unbreakable, plastic lenses, | 

special protected lamp and hand-replaceable, heavy-duty slide ze | 

switch with positive “off” and “on” positions. Hexagonal heads 

prevent rolling, ring-hangers add to convenience. Se Reg 
“Eveready” Safety Flashlights resist water, oils, greases, gaso- | 11 711 | 

line, alcohol, acids, alkali, are non-conducting and proof against | 


impact and dropping. 





, eceme: _ 


Guard wire holds lamp in 
spring-loaded socket. Should 
bulb break, spring ejects NATIONAL CARBON COMPANY, INC 
lamp-base, instantly opening 
electric circuit and thrusting General: Offices: New York, N. Y., Branches: Chicago and San Franc 


hot filament against chilling Me ‘ : 
guard wire. Unit of Union Carbide and Carbon Corporation 








The word “Eveready” is the trade-mark of National Carbon Co., Inc. 
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EMCO 
Balanced Valve Regulators 


Buile for either high or low pressure 
regulati EMCO Regul ave 
the exclusive removable and inter- 
changeable valve bowl feature, which 
permits repairs to be made in the line 
with only a slight interruption in 
service. 

Pilot Loading or Pilot Control Sys- 
tems can be readily applied to EMCO 
Regulators. 





EMCO 


EMCO 
Orifice Meters 


The design teatures of EMCO Orifice 
Meters include the use of stainless 
steel for all internal parts; entirely 
independent differential and static 
units; no angularity error; smooth, 
accurate differential movement ob- 
tained through the use of exception- 
ally large float; moisture-proof case 
and an all-welded steel manifold. 


EMCO 
Domestic Gas Meters 


Ejector Service Regulators 


Especially designed and built for 
domestic service and will operate 
under high or low pressure. In- 
creased capacity and automatic load- 
ing with a marked decrease in pres- 
sure variations is made possible 
through the application of the ejector 
principle of flow control in the regu- 
lator valve chamber. 


Made 1n four types; the Standard, 
Curb Box, Tin and Ironclad. Each 
type is particularly qualified to fulfill 
the accurate measurement require- 
ments of a specific domestic service. 
All are carefully constructed from 
the finest selected materials. 


EMCO Large Capacity 
Pressed Steel Meters 


EMCO 
Field Regulators 


Made in both Spring and Lever and 
Weight types. Especially designed for 
pipe line installations where a group 
of consumers are served directly from 
a high pressure transmission line or 
where a single customer must be 
served through a long service line. 


equipped with EMCORECTOR 


The pressed steel construction makes 
an extremely strong, yet light and 
compact, meter for large capacity 
measurement. They have all the in- 
herent simplicity and accurate meas- 
urement qualities of the well known 
EMCO line. Built in two sizes, hav- 
ing maximum capacities of 6,000 and 
10,000 cu. ft. per hour respectively. 


PITTSBURGH EQUITABLE METER COMPANY 


MERCO NORDSTROM VALVE CO. 


NEW YORK: BUFFALO: PHILADELPHIA 
KANSAS CITY - TULSA- LOS ANGELES 
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DES MOINES - CHICAGO - COLUMBIA 


“Wain Offices - PITTSBURGH, PA. MEMPHIS - OAKLAND 
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IN THE LIGHTING FIELD 


Guth Devidlaaments Dead All 


lumi- 
Similar 


Above: “Direct-Indirect’’ 
naire for store lighting. 
design is also available for in- 
direct type lighting. With gen- 
uine ALZAK aluminum reflector. 


The 


Above: ‘‘Magiclite’’ for store 
lighting, features the amazing new 
LOUVRE LENS. Brings richness, 
color, “snap’’ into merchandise 
displays. 


To left: New ALZAK aluminum 
industrial reflector. With proper 
spacing, delivers 30% more light 
—also a “whiter” light. ALZAK 
is tough—does not chip, break, 
or peel. 


JIEDWIN F. 


Lighting developments by GUTH 
have increased the tempo of 


"Better Light— Better Sight." 


Lighting departments of powe 
companies specify this~leading 
line with justifiable confidence, 


SUPER-ILLUMINATOR, YORKIe 


ZEPHYR, etc. are nationally. 
known indirect luminaires. A re- 


cent indirect lighting develop4 


ment by GUTH is OPTILUX, an 
enclosed unit that cuts mainte- 
nance costs and increases op: 
erating efficiency by I5% to 
20%. New store lighting de- 
velopments are LOUVRE LENS 
and EXCELUX—"light-blasters’ 
for merchandise displays. For 
industry, ALZAK ALUMINUM 
reflectors produce as much as 
30% more light—and "whiter" 
light. 


Write for catalog No. 34 and the 
new EXCELUX broadside. 











2615 WASHINGTON BLVD. 





(Cont PANY 


ST. LOUIS, MO. 
Progressive Deuelonment in the Lighting Ant Since 1902 
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3ARBER Conversion BURNERS - - 


he Easy Way 
o Gas Heat 


HE emancipation of American 
womanhood from the coal- 
hovel-and-ash-can brigade is pro- 
eding rapidly. Women want 
as—why not talk their language? 
show them how easy and reason- 
able in cost it is to convert their 
present coal-fired heating equip- 
ment to clean, dependable GAS 
eat—with a BARBER Burner. 


There is a Barber assembly 
lesigned to fit properly every 
urnace or boiler, of any make, 
size or Shape. Economical to in- 
tall and operate. Reliable in per- 
@zormance, cuts down service calls. 
Barber offers active merchandis- 
ng cooperation to Gas Companies 
ind heating equipment dealers. 


No. 324-B Barber Burner 


@ “Tailor-made” to suit and ft the grate dimensions of 
round or oblong furnaces or boilers. 

@ Insures a “scrubbing” flame action on side walls of fire 
box, at the proper level, with 1900° Fahrenheit flame tem- 
perature. No fire brick or refractory elements needed. 

@ Furnished with Baltimore Safety Pilot Control—positive 
and accurate. Listed in the A. G. A. Directory of Ap- 
proved Appliances. 


Keep a Barber Burner on display. Consumer literature and practical sales 
assistance gladly furnished on request. Write for Complete Catalog. 


THE BARBER GAS BURNER COMPANY 


3704 SUPERIOR AVENUE, CLEVELAND, OHIO 


BARBER 427% BURNERS 


For Warm Air Furnaces, Steam and Hot Water Boilers and Other Appliances 





@ EXTRA WIDE TANK 

@ HINGED FLUE 

@ HEAVY BURNER WITH 

@ REMOVABLE JET BLOCK 
@ KEROSENE OR GASOLINE 


WALL BiG BRUTE’ 


DREADNAUGHI 


 Splicers Furnace 


Designed and built for 


PUBLIC UTILITY SERVICE 





ADOPTED AS STANDARD BY MANY OUTSTAND- 
ING POWER AND TELEPHONE COMPANIES. 





P. WALL MFG. SUPPLY CO. 
PITTSBURGH, PA. 
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COULDNT PASS UP 
DODGE TRUCKS 
AT THESE PRIGES 













































says Edward C. a 
6a . Reif, Berwyn, Ill. gg 
amous Dodge Quality | 
At Today’s Price M J 
ays Price Means 
ig Savings” 
RE 
SayB 
y Buyers Everywhere ma 
che 
rised ck buyers are sur- lor 
prised when they fi 
how easy it i y nd out 
D Mi is to buy a te 
odge truck righ new f 
Dodge d ght now. See your 
ge dealer at once. co! 
ODGE 1%-TON i hak dikiiindaiaiaiiaaia 
bod a ng KE— een TT neering Depart d by the Engi the 
pile 159° W. B. with ry W.B. with 9 foot Chrysler ee aoe Division of 
— quality features make it “a body —Many Dependable Cars ef me ia of 
wp ins so pane alley cr lei chs. Co 
LIBERAL BUDGET TERMS . 
or 
Many are now operating Dodge trucks because of the low 
down paymen and liberal terms made available to them. uti 
DODGE TRUCK PRICES DELIVERED IN DETROIT 
Including Federal Taxes. (Local, State Taxes Not Included) for 
% TON > 1%-TON $ 
116” WHEELBASE 133 WHEELBASE co: 
CHASSIS CHASSIS 
%-Ton Pickup—116" W.B.. . -$600, 1%4-Ton Chassis and Cab—133" W-B.- .$702 clc 
%-Ton Panel—116° W.B..-- “ge95" 1%-Ton Stake—133, W-B.---+°° °° .$798 
%-Ton Express—120° W.B.-- $694 1%4-Ton Stake—1597 W-B..----- 7°" $842 W. 
Price includes front bumper, spare tire Price includes front bumper. 
and tube. *Also includes rear bumper. P 
and 3-ton, at correspondin. ty low rices. FOR ine 
SEE YOUR NEAREST DODGE DEALER- 













Other models of 4, %,1,1% 32 
DELIVERED PRICES IN YOUR LOCALITY 






SEE Y 
eign a DEALER TODAY 
HOW-DOWN”’ OF VALUE 


This page is 
reserved 
under the MSA PLAN (Manufact 
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RED INK on the balance sheet may get there through 
many causes, but one unfailing source of red ink is un- 
checked diversion of current. That diversion exists is no 
longer a debatable subject. That C-B equipment effectively 
terminates such losses is likewise undebatable—it has 
conclusively proved its value over and over in scores of 


thousands of installations. 


Consult the C-B Technical Staff on the application of 





time-, labor- and money-saving C-B equipment to present Ask. Gee tation 


or contemplated installations. This service is available to about Corcoran-Brown 
utility engineers without cost or obligation. Write today facilities for the pro- 
, ‘ duction of s ial 
for details and bulletins 57, 58A, 60, 61, 62 and 63 for 1 - , dee 
equipment to meet your 
complete data on C-B Meter Test Devices; Meter En- individual requirements. 


closures; Meter Service and Entrance Switches; Range and 








Water Heater Switches; Disconnect Switches; Meter Cab- 


inets, and other products. 





Electrical Department 
CORCORAN-BROWN LAMP DIVISION 


THE ELECTRIC AUTO-LITE COMPANY 


4900 Spring Grove Avenue Cincinnati, Ohio 
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(above) Sectional Side Elevation of one 
of the new B&W Integral-Furnace Boilers 





ISS ESS 


SPORPTIEERTELE. 


(left) Sectional Front Elevation 
of the same boiler 
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NEW BOILERS 













STACK 


=e eel ee 
EI PEIO LC] 










(right) General Plon } 





of Stee! Point Station, d [fF] GalGo 
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CAST Maw STREET NEW TURBINE 
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or 


Steel Point 500 





DATA ::: 


2 Integral-Furnace Boilers installed in 1936. 
Capacity Each, Max. Continuous 100,000 Ib. 


om per hr 


Operating Steam Pressure . . . 615 |b. 
Steam Temperature... .. . 843.F 


Pulverized-coal fired by two B&W Pulverizers 
per boiler. 


The two new boilers occupy space originally 
set aside for two cross-drum boilers having 
a rated capacity of 1511 horsepower each. 


The older units installed from 1920-1927 consist of 


Twenty 755 Horsepower B&W Boilers, 
underfeed-stoker fired. 


Approx. Capacity, each. . 35,000 lb. 


steom per hr. 


Steam Pressure. . . . . . 225 |b. 
Steam Temperature . . . . 520F Pertinent Literature 


. 
The new 5000 kw. turbine exhaust at 620 F is Available 
mixed with steam from older boilers, raising BULLETIN 3-210, reprint of article on 
superheat to older turbines. this superposition program. 
BULLETIN G-17-A, describing the 
B&W Integral-Furnace Boiler. 
BULLETIN G-19, on the direct-firing 
system used with the new boilers 
in this plant. 


z 
; 
: 
& 
‘ 
| 
: 
‘ 
t 
‘ 
H 
: 





Copies sent upon request. 





BABCOCK & WILCOX 
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THE MERITS OF INDIVIDUAL MEMBERSHIP in the 
AMERICAN GAS ASSOCIATION 


WALTER C. BECKJORD, Chairman, MEMBERSHIP COMMITTEE 


“Why should I join the American Gas Asso- 
ciation?” 


“What does it offer to do for me?” 


Those are fair questions. You, who are in- 
vited to become a member, have a right to 
ask them. 


Most men and women who occupy top exec- 
utive positions in the gas industry are already 
Association members. Hundreds of others— 
young men and women—who will be the exec- 
utives of tomorrow are also members. If you 
are in this latter class, and are not a member, 
then the Association is definitely interested 
in you. 


Specifically, Association membership offers 
you: 


A year’s subscription to the American Gas 
Association Monthly which reflects the best 
thought of the industry in all its phases. 


Various mailings on subjects of industry- 
wide concern, including interim bulletins and 
reports of certain sections. 


The privilege to purchase official committee 
reports, convention addresses, annual conven- 
tion proceedings, etc., at one-half the price 
quoted to non-members. 


The opportunity to write Association Head- 
quarters for help on any gas-industry subject, 
thus utilizing the services of a staff of experts, 
a library second to none in this country, a com- 


prehensive data file and a complete statistical 
service. 


The free use of the Association’s Personnel 
Service (employment bureau.) 


The opportunity to serve as a committee 
member and to contribute out of your own ex- 
perience to the advancement of the gas business. 


The opportunity to participate in confer- 
ences and convention sessions. 


If you desire to make it do so, Association 
membership will give you a tangible dollars and 
cents return. It will aid you in your own job. 
It will widen your horizon and broaden your 
viewpoints. It will keep you in touch with 
gas industry policies, problems and the latest 
trends. It will make you better equipped to 
shoulder larger responsibilities. Finally, you 
will be personally and actively associated with 
the thinkers and the doers of the gas business. 


You get out of anything just what you put 
into it; nothing can be accomplished without 
organized effort. An individual membership in 
the American Gas Association offers to you a 
very definite opportunity to be of real service 
to the industry, whose destinies cannot be dis- 
associated from your own welfare. With no 
present Association affiliation, you lose the very 
real benefits that membership offers, but far 
more important than that, you penalize the 
growth of the gas business to whatever extent 
your active assistance would further it. 


AMERICAN GAS ASSOCIATION 
420 Lexington Avenue 
New York, N. Y. 
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|.” greens MEN seldom get a look 
at Aluminum meter cases. They 
don’t need to! 

Aluminum is not harmed by exposure 
to the weather; never needs painting. 
There is no rusting of the cases to streak 
the buildings on which they are mounted. 
Customers, whether in the country or in 
the city, appreciate the added sightliness 
where Aluminum meter cases are used. 

You can obtain meter cases made of 


Public Utilities Fortnightly 


Alcoa Aluminum Alloys from various 
manufacturers. They are formed from 
Aluminum sheet, or die cast with re- 
quired bosses, lugs and markings cast 
integrally, according to your speci- 
fications. We shall be glad to send you 
the names of manufacturers from 
whom Aluminum meter cases may be 
purchased. ALUMINUM COMPANY OF 
AmeErRIcA, 2134 Gulf Building, Pitts- 


burgh, Pennsylvania. 


ALCOA:ALUMINU™M 
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Now they can do this 


Out for the day — while the range works away, 
Nlaking perfect cookery easy as play 


BECAUSE every factor in the gas industry has looked forward, worked forwa 

moved forward steadily. The utility companies have brought gas to more and more millia 
of homes. The range manufacturers have transformed their product, added immeasurably to 

appearance and its efficiency. The equipment manufacturers have given their enthusiastic suppor 
supplied mechanical innovations which made rapid progress possible. 2» Robertshaw is prot 
to have had a share in this great promotional movement, to have actively promoted not ju 
heat control but the modern range which it helped to create. The future will bring new oppo 


tunities to us all, and Robertshaw will continue to help the industry make the most of the 


We cordially invite you to drop in on us 
at the AGA convention 


ROBERTSHAW 


THERMOSTAT COMPANY 


YOUNGWOOD PENN 
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INSTEAD 
... For Speed. 


More and more, engineers responsible for 
important power and process installations are 
turning to Grinnell Prefabrication. These engi- 
neers have learned to depend upon Grinnell 
for delivery of piping systems in the form of 
carefully-engineered sub-assemblies, easily and 
economically erected. 

Grinnell offers unequalled facilities for this 
important work. Three complete plants, 
strategically located, are supplied with equip- 
ment which cannot be made available in the 
field; layout tables, form cutting machines, 
preheating and stress-relieving equipment — 


PREFABRICATION B 
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EASY ADJUSTMENT during and 
after pipe erection is a feature 
of Grinnell Adjustable Pipe 
Hangers, made in a complete 
line to hang any piping any 
place. Quickly installed, pro- 
viding easy maintenance, they 
make full provision for expan- 
sion and contraction. 


ONE WELD OR A HUNDRED are 
easily made with Grinnell 
Welding Fittings. With prop- 
erties identical to those of the 
pipe itself, they weld easily; 
limit welds throughout the 
system to the plain circumfer- 
ential type which are superior 
in strength and simplicity. 


OF *“‘FIELD-BUILT”’’ 


.. Economy .. . Simplicity 


plus the exclusive Grinnell hydraulic extrud- 
ing machines which make extruded outlets, 
limit field welds to the plain butt type. 
Specialized piping experience enables 
Grinnell to contribute basic and interpretive 
engineering; to assure sub-assemblies that are 
commercially practical. Grinnell-prefabricated 
units, pretested to qualify for insurance, and 
delivered on schedule, are easier to use, and 
provide a better piping system. Grinnell 
Company, Inc., Executive Offices, Providence, 
Rhode Island. Branch offices in principal 
cities of the United States and Canada. 


: BRINNELL 


-+» WHENEVER PIPING IS INVOLVED... 
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HI-PRESSURE CONTACTS 


characterize all 


R®1E swrenne cquement 


The Hi-Pressure contact, a feature originated by 
The Railway and Industrial Engineering Com- 
pany, has revolutionized modern switch design. 
Switch contacts are wiped clean of dirt, corrosion, 
metal oxides, etc., with each operation and a clean 
metal to metal contact is assured. 


Pressure is constant, assuring a contact which is 
free from the arcing or spitting which interferes 
with proper radio reception. 


The original Hi-Pressure contact switches have 
been giving satisfactory service under all operating 
conditions for many years. 


RAILWAY& INDUSTRIAL 


ENGINEERING CO. 
GREENSBURG, PA. 
Sales offices in principal cities 





YOU CAN ID OSIAM Lt) 
FROM A STANLEY 
ELECTRIC TOOL 


with 


STANLEY UNISHEARS 





This Unishear user is cutting steel partitions 
storage —no waste, a perfect fit every time. 
work is typical of hundreds of metal cutting jo 
where Unishear is saving money every day. 

No. 16, shown here, has a capacity of 16 U.S. gau 
hot rolled steel. Other portable Unishear models hi 
capacities up to 12 gauge; stationary models ha 
capacities up to 14” boiler plate. 

Ask for a demonstration or send for descripti 
literature. Stanley Electric Tool Division, The Stan 
Works, 134 Elm Street, New Britain, Connecti 


_~ STANLEY ELECTRIC TOOLS _ “ 


“COST LESS PER YEAR”’ 
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Pressure Type | easy operation 
1-Gallon ae ming rapid discharge 
Fire Te long range 


Extinguisher large capacity 


Here is the big brother that comés to the rescue of the little fellow 
when he's trying to handle something beyond his capacity. 


Wherever there are big buses, trucks, gasoline pumps, electric loco- 
motives, transformers, panel boards, and large rotary units, this one- 
gallon pressure-operated Pyrene extinguisher offers greater pro- 
tection. 


Speed and force of application are important in fire fighting. Give 
the valve of this extinguisher a quarter turn and a strong stream dis- 
charges one gallon of vaporizing liquid in 55 seconds. 


Make sure that you have enough Pyrene one-gallon extinguishers to 
back up your smaller equipment. Write for folder No. 22. 


rene ATlanufacturing Compan 


NEWARK NEW JERSEY 


ATLANTA ‘Gprene) CHICAGO 
RANSAS CITY = SAN FRANCISCO 


CATING Ure 
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How to Sav 


Make-up 


and Boost Turbine Hours 





Over half the power generated 
for industry in America comes 
from turbines using Gargoyle 
D.T.E. Oil Light. Socony- 
Vacuum’s experience with over 
9,000 turbines helps find oper- 


ating economies 


no LENGTH OF SERVICE and turbine 
hours per gallon of “make-up,” no tur- 
bine oils measure up to Gargoyle D.T.E. Oil 
Light. That is why more than half the coun- 
try’s turbines rated 5000 kw. and over use 
them exclusively. This wealth of turbine 
operating experience Socony-Vacuum 
places at the disposal of your men. 


Socony-Vacuum has “kept cases” on tur- 
bine operation. This experience is made 
available without cost to turbine men. 
Pamphlets prepared on this subject will be 
sent at your request. In addition, see the 
newmoviecalled “The InsideStory,” which 
reveals exactly what Correct Lubrication 
does. Just write to the nearest Socony- 
Vacuum office for these aids. 


“72 Years of Experience Calling” 


That is what the chief of a great utility 
wrote to one of his station superintendents. 
For when the Socony-Vacuum Represer- 
tative calls on you, he brings to your prob- 
lems the greatest experience in the oil busi- 
ness. Many operators find this experience 
helps them to chalk up records for efficiency 
and economy. Why not make sure to see if 
our man has something you can turn to 
your advantage? 


SOCONY.VACUUM @\ 


OIL COMPANY, INCORPORATED 


STANDARD OIL OF NEW YORK DIVISION © WHITE STAR DIVISION - LUBRITE DIVISION - MAGNOLIA PETROLEUM COMPANY 


CHICAGO DIVISION - WHITE EAGLE DIVISION - WADHAMS OIL COMPANY - GENERAL PETROLEUM CORPORATION OF CALIFORNIA 


MAKERS OF MOBILGAS, MOBILOIL, GARGOYLE INDUSTRIAL LUBRICANTS 
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THE ROPE THAT 
PASSES EVERY TEST 
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STOPPERS 


PIPE LINE SUPPLIES 


Goodman Stoppers 
Gardner-Goodman Stoppers 
Goodman-Peden Stoppers 

Goodman Cylindrical Stoppers 
Bags—Rubber, Canvas Covered 
Plugs, Service & Expansion 
Pumps 
Masks 
Brushes 
Tape—Soap & Binding 


Catalogue mailed on request. 


SAFETY GAS MAIN STOPPER CO. 


523 Atlantic Avenue 
Brooklyn, New York 








GOOD 
INSULATORS 


Insulators are only as good as the 


experience and workmanship put in- 
to their production. 





Our product is produced by men 
of the greatest experience to be 
found in the industry. 


Victor made insulators are Goop 
INSULATORS. 


Catalog on request 


Victor Insulators, Inc. 
Victor, N. Y. 
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WHEN THE STEEL POINT STATION a 


of the United Illuminating Company at Bridgeport, Conn. was en- 
larged by the addition of a high-pressure boiler and turbine, this 
Elliott 250,000-lb.-per-hr. deaerating heater was installed. It is 
designed for steam pressures up to 250-lb. gauge, utilizing steam 
from the exhaust of the topping turbine. The unit is Class I, A.S.M.E. 
Code construction and was fabricated by electric welding with 
all joints X-rayed and stress-relieved. The selection and installa- 
tion of the topping unit and related equipment was made under 
the supervision of Westcott and Mapes, Inc., Engineers, of New 
Haven, Conn. 


It is good practice to come to “Deaeration Headquarters”— 
Elliott Company—for feed-water heater and heat balance equip- 
ment, particularly when units desired are a little out of the ordinary. 


October 13, | 


E 


ELLIOT 
COMPAN 


Deaerator and 
Heater Dep't. 

JEANNETTE, PI 
District Offices 

in Principal Cities 
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{ American Gas Association concudes 20th annual convention, Atlantic City, N. J., 1938. 





{ National Safety Council ends session, Chicago, IIl., 1938. 





{ Electrochemical Society concludes fall meeting, Rochester, N. Y., 1938. 





{ American Welding Society starts annual meeting, Detroit, Mich., 1938. cs 





{ National Society of Professional Engineers begins convention, Pittsburgh, Pa., 1938. 





S. Independent Telephone Association starts session, Chicago, Ill., 1938. 
Hoslenat Electrical Wholesalers Association convenes, Chicago, Tih., 1938. 





{ Pennsylvania Water Works Association convenes for session, Atlantic City, N. J., 1938. 





U Independent Pioneer Telephone Association of the United States holds convention, 
Chicago, Ill., 1938. 





Tfmericon Waite Works Association, New Jersey Section, begins convention, Asbury 
ar 3 





b | ™~ 5 aged of Gas Engineers will hold convention, London, England, November 








1 inte maa Telephone Association will convene, Richmond, Va., Novem- i 
er 





1 yaonat Metal Congress and Exposition opens, Detroit, Mich., 1938. 
National Electrical Manufacturers Asso. starts meeting, Chicago, ‘Til. 1938. 








{ Wisconsin Utilities Association, ae Section, commercial and technical divisions, 
ends convention, Milwaukee, Wis., 











{ League of Texas Municipalities starts convention, Port Arthur, Tex., 1938. 
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Photo by Charles Phelps Cushing 


Peace-time Camouflage 


A peace-time job for camouflage is found in New. York city, as illustrated in the photograph 
above. Ray Greenleaf, an artist who did camouflage effects for the sides of battleships in the 
World War, is applying his art to the big city’s mammoth gas holders. The idea is to “reduce the 
apparent size of the holder by breaking up its mass effect; in general, to reduce the visibility.” 
Six holders have had this kind of paint treatment, at an average cost of $20,000. One of the 
latest designs of the lot is the big fellow, pictured here—at 132nd street and Riverside drive. 
The artist spent many hours in a rowboat in the Hudson studying the surroundings before finally 
adopting the color plan for the holder. “The scheme here employs five color bands—a base of 
solid greyish purple and four color bands composed of ‘staggered’ blocks in shades of purple, 
purple-blue, and blue. Thus the observer sees a series of spiral ‘steps’ in color. Each color band 
has lighter tones than the band beneath it.” a “1g 319 men have been employed at one time 

on the work. 
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Gas and Government 


Outlook for the $5,000,000,000 industry in 
the face of the onward march of regulation 


By MILLARD MILBURN RICE 


ET no one misunderstand the title. 
ie discussion has to do not 
with the amount of gas injected 
into government, but rather with the 
injection of government into the gas 
industry. The former, especially in an 
election year, is measurable in quantity 
only by the use of figures approaching 
_the astronomical. The latter, fortu- 
nately, is of somewhat more modest 
proportions, though there are doubtless 
some who would not hesitate to declare 
that whatever it is, it is too large. 
Will more government be injected 
into gas? That is a question interest- 
ing everyone connected with the in- 
dustry. Will greater regulation, or 
eventual government ownership, be 
visited upon the gas industry ? No man 
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can predict the unpredictable; but 
sometimes it is possible to reach an in- 
telligent conclusion without a predic- 
tion. Such a conclusion can rest, neces- 
sarily, only upon a reasonably clear 
understanding of the whole situation. 
We must proceed, therefore, to outline 
briefly the background of the gas in- 
dustry. 

Here, then, is an industry with an 
approximate investment of five billions 
of dollars. Roughly two billions are 
represented by the artificial or manu- 
factured gas section ; the balance repre- 
sents natural gas and natural gas pipe 
lines. The artificial gas industry is an 
old and familiar friend; and it is an 
intrastate industry almost exclusively, 
concerned more intimately with dis- 
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tribution to consumers than with per- 
haps any other phase of its operations. 
The natural gas end of the business is 
a husky young giant which has grown 
so rapidly that only its most intimate 
friends have been able to keep pace with 
it. Its problems are both intrastate and 
interstate, with greatest emphasis on 
the latter. This emphasis has been ac- 
cented by the recent passage by Con- 
gress of the Natural Gas Act, some- 
times known as the Lea Bill, which in- 
vests the Federal Power Commission 
with authority to regulate the interstate 
activities of the industry. Because the 
manufactured gas industry is older and 
consequently more generally familiar, 
we shall, for the moment, look some- 
what more closely at the natural gas 
industry. 


or fifty years or longer, natural gas 

has been used in the United States, 
and some transportation of natural gas 
across state lines has been carried on 
for a considerable part of that period. 
Such transportation, however, was de- 
cidedly limited prior to 1926. In that 
year there was utilized a newly in- 
vented seamless pipe which revolu- 
tionized the long-distance transporta- 
tion of natural gas, and since 1926 the 
natural gas industry has grown to its 
present giant proportions. Most of 
this growth occurred in the seven years 
between 1926 and the end of 1932. 
There has been practically no pipe-line 
construction since the latter year, al- 
though developments within the past 
few weeks indicate that pipe-line build- 
ing will be resumed in the near future. 
There are today slightly more than 
50,000 miles of pipe line reaching out 
from the natural gas fields. This net- 
work of lines now serves natural gas 
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in some part of 37 of the 48 states to 
more than 7,000,000 independent cus- 
tomers representing a population of 
nearly 35,000,000 people. 

Five principal areas, or fields, sup- 
ply the bulk of natural gas used in the 
United States. These are the Appala- 
chian, southern, midcontinent, Rocky 
mountain, and California fields. The 
Appalachian field embraces the states 
of Kentucky, West Virginia, Ohio, 
Pennsylvania, and New York, and has 
pipe-line connections to the Atlantic 
seaboard, the Great Lakes region, and 
in Indiana connects with lines running 
up from Texas. The southern field is 
located in northern Louisiana and 
southern Texas. Pipe lines from this 
area connect with Atlanta, New Or- 
leans, Pensacola, Memphis, St. Louis, 
and Monterey, Mexico. The mid- 
continent field is the largest, embracing 
the Texas Panhandle field which is it- 
self the largest known reserve of natu- 
ral gas in the United States. Pipe lines 
from this field extend to the Twin 
Cities, Chicago, Cheyenne, and connect 
in the Midwest with other pipe lines. 
The Rocky mountain field includes 
Montana, Wyoming, Utah, and New 
Mexico. The California field is in 
southwestern California, and gas 
therefrom is distributed almost wholly 
within the state of California itself. 


ow much natural gas is there 
known to be in reserve in the 
United States? Engineers are very 
chary about mentioning definite figures 
when this question is asked. Obviously 
natural gas is something which is diff- 
cult even to estimate in quantity. By 
way of illustration, there is some dif- 
ference of opinion as to whether the 
Texas Panhandle field or the Hugoton 
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(Kansas) field—both part of the mid- 
continent field—is the largest. And you 
can get varying estimates on the Pan- 
handle reserves of from 14 trillion to 
20 trillion cubic feet. However, there 
is one fact that is rather obvious; there 
is a definite limit to the amount of nat- 
ural gas stored in the recesses of the 
earth, no matter how great that amount 
may be. 

New discoveries have constantly in- 
creased the known reserves, but as 
someone has said concerning the natu- 
ral resources of the nation as a whole, 
“We cannot go on forever finding ten- 
dollar bills in the family Bible.” 

It is the very obviousness of the 
limitations upon the supply of natural 
gas which has had a considerable effect 
upon the passage of the Natural Gas 
Act. 

Without allowing ourselves to be- 
come embroiled in the controversies 
which surround this phase of the in- 
dustry, we can repeat with considerable 
reliance the statements of experts to the 
effect that from the very outset there 
has been enormous waste of natural 
gas, and that even within compara- 
tively recent years the waste through 
actual blowing into the air and uneco- 
nomic use amounted to more than 
enough to supply the needs of domestic 
and commercial users of natural gas in 
the entire United States. 


= 


Pr the earlier days of the industry, 
when there were practically no pipe 
lines, owners of gas lands put their 
gas to whatever uses they could in 
order to realize upon their investment. 
These uses were principally the manu- 
facture of carbon black, stripping oper- 
ations, and other “baser” uses. Gas 
which has a high content of sulphur— 
known as sour gas—is still used for 
certain of the baser uses, but it is now 
definitely felt to be uneconomic to use 
sweet, or sulphur-free, gas for such 
purposes. Efforts to stop waste by state 
regulation have met with only partial 
success, a fact which created a demand 
from various quarters for Federal 
regulation of some kind. 

After the construction of pipe lines, 
which received their supply of gas 
chiefly from gas lands either owned or 
leased by the owners of the pipe lines, 
a great many independent owners or 
leasers of gas lands found themselves 
without outlet for their gas. Obviously 
the pipe-line companies, since they 
were spending such huge sums in the 
construction of their lines, first assured 
themselves of a constant supply of gas 
by purchases or long-term leases for 
their own account. Hence they offered 
little or no market to the bulk of the 
independent holders. It is quite easy to 
see, therefore, that independent users 
were inclined to put their gas to the so- 


and it 1s an intrastate industry almost exclusively, concerned 


q “THE artificial gas industry is an old and familiar friend; 


more intimately with distribution to consumers than with 
perhaps any other phase of its operations. The natural gas 
end of the business is a husky young giant which has grown 
so rapidly that only its most intimate friends have been able 
to keep pace with it. Its problems are both intrastate and 
interstate, with greatest emphasis on the latter.” 
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called baser uses; that this increased 
the demand for regulation of the in- 
dustry in the interest of conservation ; 
and that the whole situation was one 
heavily charged with controversial 
dynamite as between the independents 
and the pipe lines. 


i" ivcwmaphiante in rates at which natural 

gas was delivered at city gates to 
the local distributing companies was 
another cause of demand for Federal 
regulation. There were extenuating 
circumstances in all such cases, but 
when, by way of illustration, the city of 
Portsmouth, Ohio, found itself paying 
a gate rate of 37 cents per thousand 
cubic feet for gas, while in a suburb 
separated from Portsmouth only by 
the width of a city street gas was being 
delivered ‘at the burner tips” for 40 
cents per thousand cubic feet, there was 
certain to arise criticism of such a 
situation, and out of that criticism was 
bound to grow agitation for Federal 
regulation, especially when the city of 
Portsmouth felt it was unable to get 
the redress it desired through its state 
utilities commission. 

In hearings on the several bills in 
Congress out of which the present 
Natural Gas Act evolved, frequent tes- 
timony is found concerning rate varia- 
tions. Some of this was refuted by 
utility representatives, but other parts 
went unchallenged. Whatever the ac- 
tual merits of such variations, the fact 
remains that they do exist, and their 
existence was a very real generator of 
demands for Federal regulation. 


pews the most obvious source of 
demand for Federal regulation of 
natural gas pipe lines and the natural 
gas industry in general was the undis- 
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puted fact that pipe lines transport gas 
across state lines and that this is un- 
doubtedly one type of interstate com- 
merce. The interstate commerce clause 
of the Constitution was accordingly 
immediately applied to this situation, 
This approach to the subject was much 
bolstered by frequent reversals met in 
the courts by state utilities commissions 
in their various attempts to regulate 
the interstate pipe lines, and to secure 
information from them for rate-mak- 
ing purposes. There were some at- 
tempts on the part of the industry to be 
both fish and fowl through the use of 
affiliated and subsidiary companies in 
the production and distribution of nat- 
ural gas. And there was considerable 
testimony in the hearings referred to 
above which tended to show that 
wholesale prices to nonaffiliated com- 
panies were frequently lower thanf.;,, 
prices under essentially similar condi-§,..i¢ 
tions to affiliated companies. 
Still another potent influence work- 
ing toward Federal regulation of the 
natural gas industry was the growing 
feeling that this was a utility and nota 
competitive business, and that it ap- 
proached a monopoly in its nature. 
This feeling was much strengthened by 
the fact that in certain instances pipeiion 
line companies had used the right off ta: 
eminent domain in securing rights off itiec 
way. And it was considerably compli- ing 
cated by the attitude of others wherein brow; 
it was argued that they were not utili B nero 
ties and therefore were not subject tM cithe, 
regulation as such by state utilitie$f+,.j, 
commissions. In the hearings previous: 
ly referred to, testimony was adduced 
to show that four holding company 
groups at that time controlled mortiicgg » 
than 55 per cent of the total pipe-line pipe | 
mileage of the natural gas transporta@ahout 
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Early Uses for Gas 


* i the earlier days of the [gas] industry, when there were prac- 

tically no pipe lines, owners of gas lands put their gas to what- 
ever uses they could in order to realize upon their investment. These 
uses were principally the manufacture of carbon black, stripping 
operations, and other ‘baser’ uses. Gas which has a high content 
of sulphur—known as sour gas—is still used for certain of the 
baser uses, but it is now definitely felt to be uneconomic to use sweet, 

or sulphur-free, gas for such purposes.” 
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tion of the nation. It was further 
testified that this group, sometimes re- 
ferred to as the Big Four, together 
with one other group, had in one year 
transported approximately 65 per cent 
of all natural gas transported interstate 
in that year in the United States. 
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HERE was yet another influence 
moving toward Federal regula- 
tion. This was the apparent refusal of 
certain pipe lines to supply certain 
cities with natural gas. Testimony dur- 
ing congressional hearings was 
brought forward to the effect that nu- 
merous cities had endeavored in vain 
either to get natural gas or to increase 
their supply of natural gas. St. Louis, 
for instance, was said to have desired 
0 secure additional gas by connecting 
ith a certain pipe line which runs but 
mor@68 miles northwest of the city. This 
-lin pipe line was allegedly running only at 
orta@about 10 per cent of capacity in spite 
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of the fact that it tapped ample gas re- 
serves. Several offers by responsible 
companies were said to have been made 
to construct this 68 miles of line. 

All, however, was to no avail since 
one of the Big Four which controlled 
the pipe line in question allegedly re- 
fused to allow gas to be furnished to 
St. Louis because they would not 
“raid” the territory of a subsidiary of 
another of the Big Four already serv- 
ing St. Louis with sufficient natural 
gas for use in furnishing the city with 
a combination of manufactured and 
natural gas. Two other larger cities 
mentioned in the hearings as having 
more or less similar situations to that 
of St. Louis were Indianapolis and 
Columbus, Ohio. 


HESE were the principal factors 
which influenced agitation for 
Federal regulation of the natural gas 
industry. Now that regulation has be- 


OCT. 13, 1938 





PUBLIC UTILITIES FORTNIGHTLY 


come a reality through the Lea Bill, 
the Federal Power Commission is em- 
powered to regulate the “transporta- 
tion of natural gas in interstate com- 
merce, . . . the sale of such natural gas 
for resale to the public, and to natural 
gas companies engaged in such trans- 
portation or sale,” but it is given no 
jurisdiction over the local distribution 
of natural gas “or to the facilities used 
for such distribution or to the produc- 
tion or gathering of natural gas.” 
What of the future under this Natural 
Gas Act, and the possibility of fur- 
ther legislation ? 

The most obvious first reaction to 
any new legislative enactment is to de- 
clare that pendulums swing, and to ob- 
serve that this is particularly true of 
pendulums which are in any degree 
actuated by political movements. But it 
is a historical fact that regulative 
pendulums swing in a mighty small 
arc. It is almost an unbroken rule that 
regulative powers once assumed by 
government are never relinquished. 
There may be enough more or less 
limited exceptions to this rule to help 
prove it, but at this writing none occur 
easily to mind. And perhaps, actually, 
this is well. If regulation were a field 
whose boundaries might be pushed 
continually back and forth by the shift- 
ing forces fighting a constant war of 
government against the regulated, it 
would be a never-ending cause for con- 
flict and would result in even greater 
confusion than now exists in business 
fields. Hence, we should look beyond 
the obvious. 


| ghordegeiags attempting to evaluate 
the factors we have mentioned as 
influencing the enactment of regula- 
tory legislation for natural gas, it is al- 
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most certain that these will continue to 
influence the attitude of the Federal 
Power Commission and future legisla- 
tion to the degree that they continue 
actually to exist or appear to exist in 
the minds of those who may use them 
as further bases of agitation. There is, 
however, a rather definite philosophy 
of regulation in the United States, 
which has grown up largely through 
the practices and experiences of state 
regulatory commissions. Manufac- 
tured gas has very definitely contrib- 
uted by its experience to this philos- 
ophy which will probably be adopted 
by the Federal Power Commission in 
its relations with the interstate natural 
gas industry. This philosophy or prac- 
tice is to allow a “fair” return on in- 
vestment, investment in this case be- 
ing a sort of fourth-dimensional 
function of three factors: actual cost, 
reproduction cost, and market value of 
outstanding securities. It is a philos- 
ophy pretty well fixed by Supreme 
Court decisions. 

It is not likely that in the immediate 
future the powers of the Federal 
Power Commission over natural gas 
will be greatly broadened, or be ex- 
tended to manufactured gas. This 
statement is justified by a perusal of 
some of the testimony offered during 
the hearings on the Lea Bill. 


HE state commissions showed 

themselves to be quite jealous of 
their powers over gas utilities within 
their borders. While almost unani- 
mously their representatives favored 
the principle of the Lea Bill, there was 
considerable opposition to certain pro- 
posals which seemed to these state com- 
missioners to circumscribe their own 
powers and to give too much power to 
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the Federal agency which should ad- 
minister the law. We find, by way of 
illustration, Milo R. Maltbie, chair- 
man, New York Public Service Com- 
mission, making the following state- 
ment : 


... the position of the New York com- 
mission is to favor Federal regulation of 
interstate commerce .. . and, as to the extent 
of that power, it should be adequate to deal 
with the subject; but it is also our position 
that the conference upon a Federal depart- 
ment (of) the authority to regulate inter- 
state commerce should not be made the ex- 
cuse of using it as an agency for trans- 
ferring the regulations to it of intrastate 
commerce in the same commodity. 


At another point in his testimony, 
Mr. Maltbie declared, 


... 80 far as intrastate commerce is con- 
cerned the Congress has no authority, no 
power, to confer that upon the Federal 
government. 


And still further on he said, 


... 1 do not think there is any authority in 
the Congress to confer upon a Federal de- 
partment the power to spend money to assist 
a state in the performance of its own func- 
tions, that is, the regulation of intrastate 
commerce. 


ARRY R. Booth, acting counsel 
for the Illinois Commerce Com- 
mission, while declaring that, 


.. . we believe that the Federal govern- 
ment should regulate those phases of the 
operations of the utilities which, due to con- 
stitutional limitations, are beyond the power 
of the states, 


said further in his testimony, 


... 1 believe that the law ought to be that 
as far as the locality served is concerned the 
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state or local authorities ought to have, and 
I believe they do have, the power, in most 
cases, of determining the character of the 
service to be rendered by the local distribut- 
ing company. 

Homer Hoch, then chairman of the 
Kansas Corporation Commission, and 
apparently speaking for the entire 
commission, declared in a communica- 
tion addressed to the author of the Lea 
Bill: 

Our commission joins with other state 
commissions in opposing vigorously any 
needless interference with state regulation. 

This declaration followed endorse- 
ment of the general principle of Fed- 
eral regulation of interstate transpor- 
tation of natural gas. 

These and other similar statements 
indicate that, in general, the state com- 
missions are jealous of their power and 
determined to defend it against Fed- 
eral encroachment. Whatever urging 
they have done for Federal regulation 
was primarily to strengthen them- 
selves. Since the principle of state 
regulation is, as we have seen, already 
well established, there seems justifica- 
tion for the assumption made concern- 
ing increased regulation in the near 
future. 


I* addition to the factors outlined 
above at some length as affecting 
the passage of regulatory legislation, 
the future will perhaps be most com- 


“It ts almost an unbroken rule that regulative powers once 
assumed by government are never relinquished .. . If regu- 
lation were a field whose boundaries might be pushed con- 
tinually back and forth by the shifting forces fighting a 
constant war of government against the regulated, it would 
be a never-ending cause for conflict and would result in even 
greater confusion than now exists in business fields.” 
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pletely influenced by the efficiency of 
the gas industry and its service to the 
public in general. Efficiency in this case 
will include its showing in competition 
with other fuels, as well as the political 
power wielded by the competing fuel 
industries. By way of illustration of 
what is meant, reference might be 
made to the fact that at present natural 
gas is being excluded from the state 
of Pennsylvania, and it is generally 
considered to be no secret that this ex- 
clusion was brought about by the 
political power of the coal industry in 
Pennsylvania. Unfortunately, if this 
condition continues and increases, it 
promises to become one of those areas 
with constantly shifting boundaries we 


have already mentioned, and conse. 
quently a battle ground on which the 
several industries may fight each other 
to some sort of standstill, with result- 
ing harm to all. 

The new CP (Certified Perform- 
ance) gas range, with its rather high 
minimum standards prescribed by the 
American Gas Association, is definitely 
a step in the direction of greater effi- 
ciency, and hence better competitive 
position. The entire industry looks to 
this as inaugurating something of a 
new era both in a competitive way and 
as a builder of good will. 

There is no reason to believe the gas 
industry will be disappointed in its 
high hopes. 





provi 

trans 

How About “Rural Gasification’’? in int 

C¢J7 AGREE that the term ‘bottled’ gas was a misnomer and was quite purpe 

rightly thrown in the ash can. But, I have little liking for its state 

present name ‘liquefied petroleum’ gas. It may be technically correct, natut 
but as a generic term for this gas, I think it has little if any merit, when 2 

talking to a potential layman customer. Some duck the issue by talking their 

about ‘butane’ and ‘propane,’ and even then, there is a big query in the pipe ] 


customer’s mind. Many of the liquefied petroleum gas distributors have 
their own trade names for the gas. They have trade names too in the - AR 


gasoline business, but they still have ‘gasoline’ to identify and define rant ; 
their fuel itself. } 
“It has been suggested that the liquefied petroleum gas boys take a burn 
leaf from the copybook of their older brethren in the gas business. prope 
The public talks about ‘city’ gas when they have piped gas service in 
mind, with no further concern as to whether the gas is coal, water, or gas a 
oil manufactured gas or natural gas in its many variations. To the TI 
public it is all ‘city’ gas. 

“Why not, it is suggested, adopt the term ‘rural’ or ‘country’ gas regul 
for liquefied petroleum gas? The public which readily recognizes ‘city’ stanc 
gas would soon equally recognize ‘rural’ gas, Popularizing such a term, 

I believe, would be a big step forward in defining the purpose and place law 1 

of this gas as it exists in the picture today.” price 
—Excerpt from editorial by Stanley Jenks, 

Gas magazine. burn 
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A TEXAS COMMISSIONER’S SLANT ON 


Federal Regulation of Gas 


Fears that the good that can result from the func- 
tioning of the Natural Gas Act may be outweighed 
by the ever-present tendency of encroachment by 
Federal authority upon the prerogatives of state 
agencies 
By ERNEST O. THOMPSON 


CHAIRMAN, TEXAS RAILROAD COMMISSION, AND 
CHAIRMAN, INTERSTATE OIL COMPACT 


HE enactment by Congress of 
=. Resolution 6586, com- 
monly known asthe “Lea Bill,” 
providing for the regulation of the 
transportation and sale of natural gas 
in interstate commerce, and for other 
purposes, removed a great obstacle for 
state commissions in setting rates for 
natural gas where such states receive 
their wholesale or city gate supply from 
pipe lines engaged in interstate service. 
It is too well known a fact to war- 
rant any elaboration here that before a 
burner tip rate can be intelligently and 
properly fixed the reasonable price of 
gas at the gate must first be known. 
The courts in an effort to make fair 
regulation possible under such circum- 
stances announced the philosophy of 
law that in fixing reasonable and fair 
prices to be charged for gas at the 
burner tip the commission was within 
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its rights to determine what should be 
set up as a reasonable operating ex- 
pense for the purchase of such gas. 
This was an effort to give relief to 
regulatory authorities from the inhibi- 
tions of interstate character of gas at 
the city gate. This has for a long time 
stood in the way of proper regulation, 
particularly as it applies to those cities 
and towns served by the huge pipe lines 
originating in the great Panhandle 
field of Texas and serving the Middle 
West as far north as Detroit, Chicago, 
St. Paul, and intermediate states and 
cities. This infirmity has never at- 
tached to the regulation of natural gas 
in Texas; and so far as those states 
which receive their gas in interstate 
commerce are concerned, the Natural 
Gas Act should be an answer to the 
prayers of state regulatory commis- 
sions. 
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So long as the Federal Power Com- 
mission, in the discharge of its duties 
under the provisions of the Natural 
Gas Act, confines itself to the investi- 
gation and promulgation of fair and 
reasonable prices for gas at the city 
gate for pipe lines in interstate com- 
merce, there can be no objection raised 
to the active and energetic performance 
of this duty or obligation on the part 
of the commission. However, as I 
view it, the act is susceptible of being 
administered in such a manner that a 
power commission so disposed could 
eventually encroach upon the preroga- 
tives and powers of the state commis- 
sions until finally we would have in the 
natural gas industry a repetition of the 
usurpation of rate-making functions 
of the state commissions such as was 
experienced in respect to the regulation 
of railroad rates by the Interstate 
Commerce Commission. 


HE provision for the use of joint 

boards in codperation with the 
state commissions, set out in §17 of the 
Natural Gas Act, is a step in the right 
direction to promote a better under- 
standing and codrdination of effort 
with state regulatory bodies. This is 
probably a good substitute in lieu of 
state compacts, which, owing to the 
character of investigation necessarily 
involved in the fixing of gate rates for 
far-flung pipe lines, could hardly be 
accomplished. 

Paragraph “‘c” of §17, wherein the 
services of the trained and expert per- 
sonnel of the Federal Power Commis- 
sion as witnesses are made available to 
the states, should be of vast assistance 
in corroboration of state commission 
witnesses in such matters as valuation, 
proper allowance for operating ex- 
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penses, and the highly controversial 
issue of depreciation. 

Probably one of the strongest argu- 
ments for the Natural Gas Act from 
the angle of state commissions is that 
due to the fact that most of the state 
regulatory bodies are elective, there is 
the drawback of changing personnels 
with each change of administration. 
Rate making being of a very technical 
nature, it takes some time for the most 
efficient engineers, auditors, and mem- 
bers of the regulatory commissions to 
acquaint themselves with the necessary 
process and detailed knowledge inci- 
dent to the fixing of proper rates. The 
establishment of a rate-making. au- 
thority under the terms of this act, the 
services of whose experts are made 
available to state commissions upon re- 
quest, will at all times assure expert 
services in the matter of fixing rates by 
such state regulatory bodies; but the 
very virtue of this situation is its vice. 


NX the risk of being classed old- 
fashioned in my thinking along 
the lines of governmental philosophy, 
I take the opportunity at this point 
to state that I greatly fear that all 
of the good points and services to be 
had from the functioning of the Natu- 
ral Gas Act are in danger of being out- 
weighed by the ever-present tendency 
of encroachment by Federal authority 
upon the prerogatives of state agencies. 
If I read House Resolution 6586 cor- 
rectly, there are many places where, in 
the provision for much needed and 
valuable assistance to state regulatory 
commissions, the way is left open for 
the gradual encroachment upon the 
performance of duties that rightfully 
should and do belong to and should re- 
main with the state authorities. 
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FEDERAL REGULATION OF GAS 


When viewed from the standpoint 
of those states wherein no natural gas 
supply is available except through the 
medium of pipe lines in interstate com- 
merce, one, in all fairness, must admit 
that its provisions are a great boon; 
but in so far as its provisions relate and 
are indispensable to the state of Texas, 
where a great portion of the natural 
gas going into interstate commerce 
originates, I honestly believe that dan- 
gers of ultimate Federal control far 
outweigh any benefits accruing to the 
railroad commission of Texas and the 
people whose interests it represents, 
both producers and consumers of natu- 


ral gas. 
I have always contended that even 


poor state regulation, feeble though it 
may be, is more desirable than complete 
Federal control. 

I like to think of the states as being 
sovereign within their borders, except 
in those matters specifically turned 
over to the Federal government in the 
written Constitution. 

Mere production of gas is not com- 
merce, and if it be not commerce, I fail 
to see how it could be called interstate 
commerce; and if not interstate com- 
merce, how could it come within the 
scope of congressional concern? I 
should like to hear discussion on this 
point at our natural gas convention. 

Let us use the good without ravish- 
ing state authority. 





Multiplying the Yardstick 


(a4 Fogo industry and labor had better look out. The planners in 

Washington again are launching their socialistic schemes for gov- 
ernment-operated industry. No sooner than announcement was made in my 
home city of Battle Creek, Michigan, that a tractor manufacturing company 
there was to be taken over by the government and removed to Arthurdale, 
West Virginia, word comes of a New Deal scheme for establishing under 
Federal auspices, out of one of the ‘blank check’ relief appropriations, a 
group of experimental ‘yardstick’ textile mills in the South. There also 
have been rumors around Washington about plans for establishing ‘yard- 
stick’ steel mills. 

“The use of this term ‘yardstick’ is but a disguise to cover the real 
objective of these undertakings, which is to Sovietize American industry 
in the same manner that Secretary Wallace has been Sovietizing American 
agriculture. When the TVA power projects were authorized we were told 
they were to be nothing more than ‘yardsticks’ with which to measure the 
efficiency of the privately owned electrical utilities. 

“Today we know that the ‘yardstick’ argument as far as the electrical 
utilities are concerned is a farce. The government openly is engaging in 
competition with privately owned utilities and as a result has strangled fur- 
ther progress and development in the important public utility field. That is 
one of the major contributing causes of the current depression.” 

—STATEMENT by U. S. Representative Paul W. Shafer, 
Republican of Michigan. 
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What Will Come of the FCC's 
Telephone Investigation? 


Within the next few weeks, the Federal Communications Com- 
mission is expected to send up to Congress its final report on its 
recent exhaustive investigation of the Bell Telephone system. 
Already released is a tentative report by the FCC special staff 
proposing drastic new regulatory restrictions. What will be 
the net outcome? Of course, no one knows for certain at this 
time. But here is a general analysis and some speculative dis- 
cussion by a Washington observer who has followed this inves- 
tigation closely from the very start. 


By FRANCIS X. WELCH 


MERICAN telephone service is the 
A finest and cheapest in the world. 
Such was the. statement made 
by President Walter S. Gifford of the 
American Telephone and Telegraph 
Company following the recent release 
by the Federal Communications Com- 
mission of a “proposed report” pre- 
pared by a special staff which has been 
conducting the $1,500,000 investiga- 
tion of the industry ordered by Con- 
gress in March, 1935. This report 
gives its reader the impression that the 
Bell system, which serves 80 per cent 
of the telephone subscribers in the 
United States and which controls 95 
per cent of the national phone wire 
mileage, is anything but a model. 
Mr. Gifford’s pride in the American 
telephone industry is well enough 
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founded. The national average quality 
of the service can easily be proven the 
best in the world and if that factor, as 
well as national average purchasing 
power and foreign exchange adjust- 
ments, is taken into consideration, 
American telephone service is no doubt 
the cheapest in any country. Certainly 
it is the best patronized, since the num- 
ber of American subscribers about 
equals the combined number of sub- 
scribers in the rest of the world. 

But the FCC special staff was not 
thinking of foreign comparisons when 
it drafted its 1,100-page critique of the 
Bell system based on a record of over 
8,000 printed pages of testimony and 
more than 2,000 exhibits. Like the re- 
port itself, this basic material is almost 
entirely critical of the industry. 
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Bee text of this proposed report 
(which so far has the official en- 
dorsement of only one member of the 
FCC) is too well known and has been 
too widely discussed in the press and 
periodicals to warrant any further de- 
tailed analysis as such at this time. It 
is virtually certain that the final report 
of the whole commission, which is ex- 
pected to go up to Congress during its 
next regular session, will be a substan- 
tially different document than the so- 
called Walker report. 

Yet it is also a significant fact that 
the Walker report and its supporting 
record will necessarily be the basis and 
furnish the bulk of the source data for 
the forthcoming commission report. 
True, some of the commission mem- 
bers will make some attempt at inde- 
pendent investigations of their own; 
and the Bell system has filed a detailed 
“reply” to the Walker report. 

By and large, however, the commis- 
sion members, because of sheer phys- 
ical limitations resulting from the de- 
mands on their time by routine official 
duties, will have to depend in great 
measure upon the record compiled 
under the direction of Commissioner 
Paul A. Walker of Oklahoma, who 
had principal charge of the investiga- 
tion during its organization, hearings, 
and concluding phases. For this reason 
alone, if for no other, the Walker re- 
port becomes of primary significance 
in any speculation as to what will finally 
come of the FCC’s $1,500,000 inquiry. 


| heceapes for intelligent perspective, 
we must go back even further than 
that. We must recognize the condi- 
tions which produced the demand for 
any investigation of the telephone in- 
dustry at all. 
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The tale goes back to the first New 
Deal in the year 1934 when nearly 
everybody but the public utilities was 
still singing “Happy days are here 
again” with some degree of conviction. 
It was perhaps inevitable that the zeal 
of the power industry critics of that 
period should spill over into an adja- 
cent field of public service—the tele- 
phone industry. It was in that year that 
Congress approved the long overdue 
reorganization of the old Radio Com- 
mission and threw in the telephone and 
telegraph-cable industries under a new 
combined regulatory commission—the 
Federal Communications Commission. 

Aside from this contagious type of 
agitation, it is probably true that there 
was relatively little inherent dissatis- 
faction at that time with the telephone 
industry. Certainly the degree of feel- 
ing was in no way comparable with the 
political vendetta generated against the 
power industry. Yet, so hostile was the 
very atmosphere in Washington 
against any member of the utility 
family, that when the antitelephone 
coterie in Congress produced a joint 
resolution for an investigation of that 
industry and spoke darkly of tempt- 
ingly scandalous ghosts in the Bell 
closet, Congress passed it with scarcely 
any opposition. 

There were contributing factors, of 
course. The depression had put many 
of the state commissioners on the spot 
politically, but when they tried to cut 
telephone rates along with gas and elec- 
tric rates, they ran into Bell litigation. 


N rightly or wrongly, the Bell 
system used to have quite a repu- 
tation with some state commissions for 
being quick to litigate. Look at the 
same old half-dozen “old-age rate 
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cases” which the critics of regulation 
usually trot out as exemplifying the 
futility of the work of the state utility 
commissions, and you will note that 
three of them—the ones with the 
longest whiskers—involve protracted 
telephone rate disputes with members 
of the Bell family. Naturally, no 
matter which side wins in the end, rate 
cases that are kicked around the courts 
for a decade are going to aggravate the 
local regulatory authorities. And by 
1935 the backfire from such rumpus in 
the hinterlands had reached Washing- 
ton. This helps explain congressional 
response to the investigation proposal. 

The investigation was placed under 
the wing of Commissioner Walker and 
he set about assembling a special staff 
of experts who had won their spurs in 
regulatory jousts with Bell. Walker is 
generally reported to have opposed 
early suggestions to place the investi- 


gation in charge of some nationally 
known probe veteran, such as Judge 


1 Jt is only fair to add that since those days 
Bell has apparently reversed its litigious poli- 
cies and has during the last few years settled 
one after another of protracted rate cases in 
New York, Michigan, and Maryland—just to 
name a few of the more outstanding. In these 
peaceful negotiations, Bell has compromised 
with substantial concessions rather than go 
back to the courts. At this writing, only in 
Wisconsin and Ohio are there any substantial 
rate cases still locked up in the courts, whereas 
in 1935 there were over a dozen statewide Bell 
rate cases in an almost hopeless snarl of liti- 
gation. (An early settlement of the Ohio case 
is expected in many quarters.) 


q 
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Ferdinand Pecora. Instead he culled 
most of his key staff men from the 
Wisconsin Public Service Commission 
that had, under the guidance of David 
E. Lilienthal, completed an ambitious 
rate cut proceeding against the Wis- 
consin Telephone Company (a case 
which is still in court). 

The new FCC staff looked over the 
situation and decided that the 8-year 
power utility investigation of the FTC 
was about as good a model as any. In 
fact, it was a short cut. All the me- 
chanics, titles, leads, and so forth, em- 
ployed and developed by the FTC were 
appropriated and studied by the FCC 
special staff. It was decided, however, 
to give the telephone investigation a 


new one-sided twist. 
HH: how the new technique 
worked : Rather than run the risk 
of letting Bell lawyers take the ball 
away from them, the special staff de- 
cided to keep Bell pretty well gagged 
all during the investigation, except 
when telephone executives were sum- 
moned as FCC witnesses to give testi- 
mony against their own industry. At 
such times the gag was removed and 
the witness was told to answer only 
what he was asked—no more, no less. 
Otherwise, Bell representatives were 
instructed to stay quiet while the FCC 
experts accused the industry of ineffi- 
ciency, antisocial restriction of trade, 


“THE FCC doesn’t object to Bell’s monopoly as such. What 
it does object to is having the control in New York. So in- 
stead of hacking the arms off the octopus, we should simply 


change his address to Washington. And instead of divorcing 
Western Electric from A. T. & T., we should simply let 
mother-in-law (FCC) come to live with the family and 
supervise the intercorporate relations.” 
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taking advantage of employees, con- 
spiracy to evade regulation, and team- 
ing up with the gambling rackets—just 
to mention a few offenses. There was 
no cross-examination and, of course, 
no direct evidence for the defense al- 
lowed. The whole thing became a 
monologue on Bell iniquities. 

Like most monologues, however, the 
show became a little tiresome from the 
viewpoint of public (and therefore 
congressional) interest. After a few 
headlines when Mr. Gifford appeared, 
and occasional “spot” stories, such as 
the one on the gambling angle, the press 
began to find the hearings too dull and 
technical for regular attendance. At 
the end of a year it took some persua- 
sion from Mr. Walker to obtain more 
money from the House Appropriations 
Committee to finish up the job. 


| Serra some members of Congress 
and some of Mr. Walker’s col- 
leagues began to grow restless under 
pressure of complaints from Bell in- 
vestors that the FCC was running a 
drumhead court martial. It was about 
this time that Mr. Walker decided to 
shake up the special staff. Some of the 
Wisconsin members departed, and Carl 
I. Wheat, California attorney, ap- 
peared on the scene as special counsel. 
Shortly after Holmes Baldridge of the 
Oklahoma commission’s legal staff 
(now with the Justice Department) 
came into the picture. Between these 
two, the more obvious work of the in- 
vestigation was completed — Mr. 
Wheat as a negotiator and Mr. Bald- 
ridge helping mightily with the “bull 
work” of assembling the record. Be- 
hind the scenes the technical members 
of the personnel worked zealously. 
And, of course, no one worked harder 
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than Mr. Walker himself, who dedi- 
cated his time and efforts without stint 
to the completion of the task. 

Mr. Wheat was definitely not the 
witch-burning type. Instead of refus- 
ing to “bargain with the devil,” the first 
thing the realistic Mr. Wheat did was 
to pay a call on him and dicker in the 
interests of the American telephone 
consumer. Commissioner Walker him- 
self saw value in the new approach and 
after considerable dickering Bell came 
across with a $12,000,000 long-dis- 
tance rate reduction. 

This was a life-saver for the investi- 
gation because some of the head New 
Dealers, who had hoped to see the FCC 
turn up politically rich scaudals in the 
telephone industry similar to the FTC 
Power Trust “revelations,” were be- 
ginning to wonder whether this drowsy 
monologue was a prudent investment. 
In its closing phase, the investigation 
took a more serious turn considering 
the amount of earlier effort spent by 
the staff on matters which seemed to 
be more sensational than important. 
A rates and research department was 
assembled which gives promise, if al- 
lowed to live by Congress, of doing 
valuable work in keeping a continuous 
check on Bell rate policies. 


B” the direction taken during the 
first year of the investigation in- 
fluenced the record to such an extent 
that the resulting proposed report still 
has a pronounced nonjudicial slant. A 
disinterested reader simply cannot 
avoid the impression that there is very 
little that is good about the Bell system 
—that it was quite wrong from the 
start and ought to be made over, and 
(most important of all) the FCC 
should be given the reconstruction job. 
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New Twist for the Telephone Investigation 


x4 HE new FCC staff looked over the situa- 

tion and decided that the 8-year power 
utility investigation of the FTC was about as 
good a model as any. In fact, it was a short cut. 
All the mechanics, titles, leads, and so forth, 
employed and developed by the FTC were appro- 
priated and studied by the FCC special staff. It 
was decided, however, to give the telephone in- 





vestigation a new one-sided twist.” 





Now for a few high spots in the 
Walker report itself : 

First of all, there was the suggestion 
that the Bell system might cut rates 25 
per cent without hurting net profits. 
That stuck out like a sore thumb and 
got all the headlines. The suggestion 
on its merits, of course, is quite im- 
practical and most independent observ- 
ers are certain that the FCC could 
never make this charge stick. But in 
the hullabaloo that resulted there passed 
by, with small notice, the following 
recommendations : 

The proposed report further recom- 
mends that the Federal Communications 
Commission should be given jurisdiction 
and authority by Congress: 

(1) To review, approve, or disapprove all 
Bell system policies and practices promul- 
gated by the central management group of 
the American Company. 

(2) To regulate the costs and prices of 
telephone apparatus and equipment. 


To review, approve, or disapprove 
all intercompany contracts. 


HILE the foregoing passage, 

taken from the summary of the 
report, is so broad that it might mean 
almost anything, a study of the basic 
text of the report indicates that if the 
proposal of the special staff were 
pushed to its extreme conclusion, the 
FCC would become ex officio a sort of 


supervisory board of directors of the 
A. T.& T. 

This, incidentally, explains why the 
proposed report failed to live up to ad- 
vance notice that it would contain a 
forthright recommendation for out- 
right divorce for Western Electric 
(and other subsidiary appendages) 
from the A. T. & T. family, and per- 
haps other drastic measures to curb the 
monopolistic tendency of the Bell sys- 
tem. 

But as you can easily see from the 
above passage the FCC doesn’t object 
to Bell’s monopoly as such. What it 
does object to is having the control in 
New York. So instead of hacking the 
arms off the octopus, we should simply 
change his address to Washington. 
And instead of divorcing Western 
Electric from A. T. & T., we should 
simply let mother-in-law (FCC) come 
to live with the family and supervise 
the intercorporate relations. 

Stacking up the proposed report 
with its inevitable comparison—the 
FTC report on electric utilities—the 
FCC has dug up relatively small pota- 
toes, as investigations go. There have 
been no juicy scandals, no rough stuff 
to tickle the press or delight the poli- 
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WHAT WILL COME OF THE FCC’S TELEPHONE INVESTIGATION? 


ticians. Some of the objections to Bell 
policies contained in the staff report, 
such as the scolding about propaganda 
(“indoctrination” is the word used), 
patent peddling, and the fat cats on the 
pension rolls, demonstrate their own 
pettiness by a mere reading of them. 
These things are important enough as 
regulatory details, perhaps, but in 
terms of national interest they fall far 
short of Federal investigation timber. 


D” the FCC really turn up any bug- 
hiding chips? Well, there were 
two major charges which this writer 
believes the FCC special staff can really 
make stick on the Bell system: (1) Bell 
has been charging excessive depreci- 
ation; (2) Bell has been overworking 
the special charge for hand sets or so- 
called French-type telephone sets. 

In the matter of the monthly sur- 
charge for the hand-set telephone, Bell 
surrendered, 


has already virtually 
probably sensing, even before the in- 
vestigation got around to the French 
phone surcharge, that it had just about 
gotten all the pay dirt out of that par- 


ticular revenue mine. All over the 
country Bell has, within the last two 
years, either eliminated the extra 
monthly charge or cut it down ma- 
terially. The FCC investigators quite 
naturally take credit for these reduc- 
tions (about $5,000,000 a year) as well 
as for approximately $24,000,000 in 
long-distance rate reductions which 
have come along since the probe got 
under way. While state commissions 
deserve some share of the glory, it is 
probable that the FCC is entitled to the 
main bow for these benefits, even 
though some of them would doubtless 
have come along anyhow. 

On the depreciation angle the FCC 
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special staff hit a real nail right on the 
finger. The findings, while debatable, 
tell a pretty circumstantial story. As 
of December 31, 1936, the depreciation 
reserves of the Bell system companies 
were reported to be 28 per cent or $1,- 
145,214,088 of the original cost of de- 
preciable properties in the sum of $4,- 
039,703,667. Yet these same operating 
companies have gone before the courts 
and commissions in rate cases and re- 
peatedly claimed that their accrued de- 
preciation (the amount deducted from 
the new value for rate base purposes ) 
is a mere 5 or 10 per cent. 


HE conclusion is inescapable that 

Bell has thus systematically bene- 
fited from depreciation reserves in ex- 
cess of actual depreciation needs. By 
using these reserves for new construc- 
tion, Bell has thereby been enabled to 
obtain a source of capital free from in- 
terest or dividend burdens, and there- 
after claim a return on the capital in- 
vestment thus augmented. 

This is not a new regulatory problem 
by any means. For some years state 
utility commissions, notably in New 
York and Wisconsin, have recognized 
that there is, or should be, a definite 
relation between the amount of actual 
past (“accrued’’) depreciation and the 
annual charge against operating ex- 
penses for future replacements. Nor 
have the Bell companies been alone in 
trying to have their depreciation cake 
and eat it too. The attitude is a com- 
monplace one in utility rate cases of all 
types. So we may expect that the com- 
mission as a whole will approve of 
some recommendation that the FCC’s 
future policy should recognize the rela- 
tionship between the accrued and an- 
nual depreciation charge. 
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Contained in the special staff recom- 
mendations for increased FCC statu- 
tory authority over Bell security issues 
is the very important proposal that the 
commission should have the power to 
require competitive bidding in the issu- 
ance of all Bell company securities. 
Anyone familiar with Bell financing 
policies can readily perceive that this 
would in time raise hob with the pres- 
ent closely held system. It’s rather a 
drastic step with something to be said 
on both sides—enough perhaps to 
make the commission hesitate awhile 
before endorsing the special staff’s sug- 


gestion on this point. 
A’ for the recommendation that the 
FCC be allowed to supervise 
Bell’s profitable side-line ventures into 
nonutility enterprises (which the spe- 
cial staff claims are developed at the 
expense of the telephone subscribers 
who do not share in the profits), it is 
doubtful if the whole commission will 
go along. And if it does, there is still 
much doubt whether Congress will ap- 
prove; and Congress, after all, has the 
last say on legislative recommenda- 
tions. 

For one thing, the proposal is hard- 
ly essential. Bell knows enough to 
get out of side-line enterprises before 
getting into them too deeply. This was 


q 


e 


demonstrated in Bell’s voluntary with- 
drawal from the radio broadcasting 
field. A certain amount of Bell occupa- 
tion of such “adjacent fields” is rea- 
sonably necessary as a defense meas- 
ure, but Bell knows the long-range 
value of sticking to its last. As for 
the telephone rate money spent on 
noncommunications development, the 
amount, relatively speaking from a na- 
tional scale, is a mere bag of shells. 

Although the congressional resolu- 
tion authorized the FCC to investigate 
the entire telephone industry, the spe- 
cial staff confined its attention to the 
Bell system and passed gingerly over 
the comparatively small but important 
independent telephone industry which 
serves a fifth of all the American tele- 
phone subscribers. In the basic text, 
the report refers to the independent op- 
erating companies, as well as the in- 
dependent telephone manufacturers, in 
a patronizing way and concluded that 
“attempts at this late date to develop a 
strong independent telephone system 
to compete with the Bell system would 
be futile.” 


HE special staff stayed away from 
the controversial public owner- 
ship issue throughout the investiga- 
tion, but in the proposed report the fol- 
lowing significant paragraph (all that 


“It has been suggested that the FCC as a whole is not likely 
to bother with restricting nonutility enterprises of the Bell 
system. Certainly there would be serious opposition in Con- 


gress to any attempt to throttle the splendid research and 
experimental activities of the Bell system or bring them 
under bureaucratic control. Here is another invasion of man- 
agement which does not seem warranted on the record com- 


pleted by the special staff.” 
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is said about the matter) appears: 


The question of government ownership 
of the communications system has not been 
studied in this investigation because it 
seemed advisable first to examine the possi- 
bility of effective regulation as a substitute 
for competition. As a practical matter, gov- 
ernment ownership would not be as difficult 
of attainment as the reéstablishment of ef- 
fective competition. Inasmuch as the possi- 
bilities of protecting both the public and 
utility interests by regulation have not yet 
been tested in practice, it appears desirable 
to continue the attempt to accomplish the 
necessary objectives under regulation. In the 
event of failure here, however, government 
ownership would be almost the only means 
remaining for attainment of telephone serv- 
ice at low cost. 


So much for the more pronounced 
features of the proposed report. What, 
in a general way, can we expect the 
commission to recommend to Con- 
gress? And what can we expect Con- 
gress to do about it? And what will be 
the net effect on the telephone subscrib- 
er and the telephone investor ? 

Well, it has already been suggested 
that the commission as a whole will 
recommend closer control over the de- 
preciation practices of the Bell system. 
Congress will probably approve such 
a recommendation. Maybe not at the 
next session, but eventually. It has also 
been suggested that the commission 
will recommend closer supervisory 
powers for the FCC over the relations 
between the strictly operating utility 
units of the Bell family and the serv- 
icing units, such as Western Electric 
and Bell Laboratories. Once again 
Congress is likely to go along, although 
no one can say to what extent or in 
what manner the amendatory legisla- 
tion will be written. The commission 
will probably ask for a rates and re- 
search division, and it will probably 
get some concession along that line 
from Congress. Score three points, 
therefore, for the investigation. 
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A a general item, the FCC will cer- 
tainly recommend some strength- 
ening of its rate regulatory powers 
over the telephone industry. That’s 
such a general statement that it isn’t 
much help at all. But with such an un- 
predictable Congress in the offing, we 
certainly could not forecast what Con- 
gress is likely to do even if we had the 
text draft of the commission report on 
this point before us. 

Probably the FCC will want more 
authority to start rate investigations 
and may want the right to assess the 
telephone industry for any resulting 
expense. It may also want some stream- 
lined procedure, such as the “tempo- 
rary emergency rate,” so fashionable 
in regulatory legislation nowadays as 
a short cut through the cumbersome 
obstacle of valuation. It may not want 
full authority to approve intercor- 
porate contracts and intercorporate 
financing. Some of the FCC members 
may want to “hunch” a little on the 
state commission preserves (it is now 
blocked by an anti-Shreveport clause 
in the Communications Act). In the 
latter event, the state commissions are 
sure to resist and so will certain mem- 
bers of the FCC itself. Congress may 
go along with any or all of these sug- 
gestions. It may not. Therefore, a ques- 
tion mark is the best we can do on the 
general subject of more rate regula- 
tory power for the FCC. It will get 
more power, of course, but we can’t 
say how much. 

Another big question mark must be 
chalked up against the FCC’s antici- 
pated recommendation for authority to 
regulate “patent pooling” and Bell pat- 
ent practices in general. The commis- 
sion will (by divided vote perhaps) 
make such a recommendation, but Con- 
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Victory for the FCC on the Hand-set Surcharge 
Already Won 


a ip the matter of the monthly surcharge for the hand-set telephone, 
Bell has already virtually surrendered, probably sensing even be- 
fore the investigation got around to the French phone surcharge that it 
had just about gotten all the pay dirt out of that particular revenue mine. 
All over the country Bell has, within the last two years, either eliminated 
the extra monthly charge or cut it down materially. The FCC investi- 
gators quite naturally take credit for these reductions (about $5,000,000 
a year) as well as for approximately $24,000,000 in long-distance rate 
reductions which have come along since the probe got under way.” 





gress seems to be going in such oppo- 
site directions these days on the gen- 
eral question of monopoly and Big 
Business, that it is difficult to see far 
enough ahead to tell what it might 
think of such a proposal. It must be 
conceded that the FCC investigation 
staff did bring out material bearing on 
Bell patent practices that was very in- 
teresting (although technical). In dol- 
lars and cents, the matter probably 
wouldn’t immediately affect either Bell 
subscribers or investors much one way 
or another, so we won’t go further into 
it here. 


| fap eedremranteme the patent issue is 
important. It reaches into the 
complicated border line between wire 
and wireless. It summons up for con- 
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sideration all the possibilities affecting 
the future industrial control of tele- 
vision, facsimile, and even perhaps the 
motion picture industry. 

And now for the negative outlook 
of the telephone investigation. Most 
important is the Walker report pro- 
posal that the FCC be given authority 
to “approve or disapprove all Bell sys- 
tem policies and practices promulgated 
by the central management group of 
the American Company.” The commis- 
sion as a whole seems likely to kill this 
recommendation or emasculate it (pos- 
sibly with dissenting votes). If the 
commission doesn’t do it, Congress is 
likely to ignore such a proposal. Of 
course, the Walker faction will break 
down the idea into more specific de- 
tails (which are available in the pro- 
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posed report). Chiefly, these would 
concern financial practices and securi- 
ties. Congress is likely to take the atti- 
tude that there is enough Federal regu- 
lation of securities already. It may turn 
out, however, that the FCC will be 
given additional powers to check un- 
warranted charges against operating 
expenses and in this way indirectly con- 
trol some Bell financial practices. But 
as for out-and-out security regula- 
tion, this writer believes that Congress 
will be inclined to go slow—especially 
in dealing with an organization which 
has behind it the financial reputation 
of the Bell system. Politically, it would 
be too much like monkeying with a 
buzz saw. 


HE FCC as a whole may or may 

not ask for additional control over 
Bell pension practices. Judging from 
the reaction to the Bell pension hear- 
ings before the FCC, held on Septem- 
ber 21st, some members probably feel 
that the FCC, through its authority 
over proper charges against operating 
expenses, already has enough control 
to protect the public interest. Going 
any farther to protect Bell employees 
or smooth out pension discriminations 
would be an invasion of management 
and an unnatural function for the 
FCC. After all, the FCC is supposed 
to be a regulatory commission, not a 
labor board. Congress, also, would 
hardly be interested in such a proposal. 
As a practical financial matter, it would 
not mean anything to either telephone 
subscribers or investors one way or 
another. 

It has been suggested that the FCC 
as a whole is not likely to bother with 
restricting nonutility enterprises of the 
Bell system. Certainly there would be 
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serious opposition in Congress to any 
attempt to throttle the splendid research 
and experimental activities of the Bell 
system or bring them under bureau- 
cratic control. Here is another invasion 
of management which does not seem 
warranted on the record completed by 
the special staff. And here again the 
public is essentially protected from sub- 
stantial abuse by the powers of the 
FCC and the state commissions (act- 
ing in their respective spheres) to see 
that nothing is charged against oper- 
ating expenses except what may be 
properly included in the cost of ren- 
dering service — telephone service. 
Such regulatory authority is already 
in existence. 

The suggestion of the Walker re- 
port that the FCC be given authority 
to regulate utility publicity, advertis- 
ing, propaganda, and so forth, seems 
too trifling in substance to warrant 
serious consideration by either the 
commission as a whole or Congress. 
This portion of the special staff report 
is distinctly lightweight as is the sec- 
tion dealing with the proposed regula- 
tion of horse-racing news service and 
so forth. The chances are that neither 
item will be given much, if any, at- 
tention. 


a remaining suggestions of the 
Walker report, such as the regis- 
tration of Bell representatives, the 
declaration by Congress that “prudent 
original cost” is the proper measure of 
a rate base, the right to prohibit tele- 
phone companies from discrimination 
in rate charges for line service to radio 
broadcasters, are all minor issues which 
may or may not be finally acted upon. 
If that conclusion startles you with re- 
spect to the suggestion about “prudent 
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investment,” recall that the courts will 
decide this issue for practical legal pur- 
poses, and it doesn’t make much differ- 
ence what Congress may declare as a 
matter of abstract policy. 

Now to sum up in a very general 
way : Over the long run it seems inevi- 
table that Congress will give the FCC 
more and more regulatory power over 
the Bell industry. This will not neces- 
sarily result from the investigation re- 
port, but the trend is in that direction. 
And with the exercise of this regula- 
tion, Bell’s revenue outlook may not 


be so bright as it has been in the past. 
Regulation always has a way of doing 
that to earnings—a pinch here and a 
restriction there. 

All this won’t happen today or to- 
morrow. But it’s in the cards. Of 
course, Bell will always be blue chip 
stuff, as far as we can see ahead of us, 
at least. In truth, some of the “re- 
forms,” such as the adoption of the 
prudent original cost rate theory, may 
really have the long-range effect of 
stabilizing the rate structures and 
hence earnings. 





Television-telephone in Germany 


6¢ ATELEVISION-telephone service over cables with repeaters 
at every 35 kilometers was opened between Berlin and 
Munich in July of this year. Faces of people in conversation 
over the 400-mile distance appeared clearly on a cathode-ray 
tube screen at each end, but distortion was noticeable, the faces 
appearing broader and wider and the forehead lower. Scanning 
is by mechanical means, a light spot being used. The definition 
is 180 lines and 25 frames per second, resulting in a certain 
amount of flicker. The image frequency is impressed on a car- 
rier, and the signal is transmitted after the upper side-band has 
been suppressed. Styroflex and ceramic insulating disk cables 
are used. To provide for the 441-line broadcasting television 
standard it will be necessary to have repeaters at every 17.5 kilo- 
meters. The price of a 3-minute conversation is Rm. 4.80, plus 
Rm. 0.80 for notifying the called person (100 reichspfennigs 
equal one reichsmark, which equals about US$0.40). Only 
one conversation is at present possible at a time. People wish- 
ing to speak and see from Berlin to Leipzig or Nuremberg 
while a Munich-Berlin conversation is taking place have to watt 
their turn. The service to Nuremburg and Leipzig has been in 
operation for some time, and it is proposed to extend the system 
to Cologne, Hamburg, and Frankfurt very shortly.” 
—TueE EvectricaL Review, London. 
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Federal Regulation of 
Natural Gas 


Tuis author sees no radical regulatory innovation in the 
new Federal statute designed to place interstate natural gas 
operation under the jurisdiction of the Federal Power Com- 
mission. It was an inevitable step taken virtually without 
opposition from the very industries to be regulated. 


By CLYDE L. SEAVEY 
ACTING CHAIRMAN, FEDERAL POWER COMMISSION 


AR-reaching as is its scope, bring- 
] ee under Federal jurisdiction 
the interstate business of a ma- 
jor industry operating over a large 
part of the United States, the Natural 
Gas Act is in no sense revolutionary or 


radical. Foreseen and demanded for 
years as the next step in governmental 
regulation, it was a logical develop- 
ment, merely extending to natural gas 
companies engaged in interstate com- 
merce somewhat the same supervision 
that had been exercised over electric 
and transportation utilities. 

Few important measures enacted in 
recent years have aroused so little op- 
position. The bill was passed by both 
House and Senate with striking una- 
nimity. No objection was voiced 
to the declaration of Congress on which 
the act was based, that “the business 
of transporting and selling natural gas 
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for ultimate distribution to the public 
is affected with a public interest, and 
that Federal regulation in matters re- 
lating to the transportation of natural 
gas and the sale thereof in interstate 
and foreign commerce is necessary in 
the public interest.” 


N° one questioned the authority of 
Congress to provide for such 
regulation. No one contended, as has 
been the case in most efforts to extend 
Federal regulation, that the bill was 
any “invasion” of the rights of states 
or localities. In fact, the demand for 
its enactment came principally from 
states and cities which found that their 
efforts in the control of rates were 
often thwarted by the lack of authority 
of their commissions and agencies over 
companies transporting gas from other 
states or the basic rates charged for 
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such gas supplied for local distribu- 
tion. Only the strong arm of the Fed- 
eral government could reach into that 
“twilight zone” in which companies 
controlling a large proportion of the 
nation’s gas supply escaped regulation. 

The Natural Gas Act was designed 
to close that gap. While the law pro- 
vides that it shall not apply to local 
distribution or facilities used for such 
distribution, or to production or 
gathering of natural gas, or to any 
transportation or sale of gas except 
that specified in the bill, it does apply 
to the transportation of natural gas in 
interstate commerce, to its sale in in- 
terstate commerce for ultimate public 
consumption for domestic, commer- 
cial, industrial, or any other use, and 
to natural gas companies engaged in 
such transportation and sale. 


 Dieaceotoniinin doing a purely local or 
intrastate business are exempted 
from Federal regulation. But the act 
brings under the jurisdiction of the 
Federal Power Commission the great 
systems whose pipe lines extend over 
thousands of miles, transporting gas 
to various states and furnishing a large 
part of the national requirements. 
Smaller companies whose business is 
more localized, but whose gas is trans- 
ported in interstate commerce, likewise 
come within the purview of the act. 

Regulation of rates, services, and in- 
terconnections of companies engaged 
in interstate transportation or sale is 
provided for in the act, as well as 
property valuations, accounting, and 
the filing of special and periodic re- 
ports. 

Section 6 provides that the Federal 
Power Commission may “investigate 
and ascertain the actual legitimate cost 
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of the property of every natural gas 
company, the depreciation therein, and, 
when found necessary for rate-making 
purposes, other facts which bear on 
the determination of such cost or de- 
preciation of such property.” Every 
natural gas company shall, upon re- 
quest, file with the commission an in- 
ventory of all or any part of its 
property, and a statement of its 
original cost, and shall keep the com- 
mission informed regarding the cost of 
all additions, betterments, extensions, 
and new construction. 


—— 7 is one of the most im- 
portant features of the act. It 
gives the commission authority, when 
necessary or desirable in the public in- 
terest, to direct a company to extend or 
improve its transportation facilities, to 
establish physical connection with the 
facilities of, and sell natural gas to, any 
person or municipality distributing 
gas to the public, and for such purpose 
to extend its facilities to adjacent com- 
munities or territory, where this im- 
poses no undue burden upon the com- 
pany and does not impair its ability to 
serve its customers. Companies are not 
permitted to abandon any facilities or 
service under Federal jurisdiction 
without permission of the commission 
after a finding that the available sup- 
ply of gas is depleted or that public con- 
venience or necessity permit such aban- 
donment. 

Companies are not permitted to 
undertake the construction or exten- 
sion of any facilities for transporta- 
tion of natural gas into a market 
already being served by another com- 
pany, or to acquire or operate any such 
facilities or extensions or to sell natural 
gas in any such market until they have 
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obtained from the commission a cer- 
tificate that such new construction, 
operation, or extension is required by 
present or future public convenience or 
necessity. A company already serving 
a market may, without a certificate, en- 
large or extend its facilities to meet 
demands in the territory in which it 
operates. Certificates can be granted 
only after public hearing. In consider- 
ing such applications the commission 
must give due consideration to the ap- 
plicant’s ability to render adequate 
service at rates lower than those pre- 
vailing in the territory to be served. 
This is in accordance with the inten- 
tion of Congress, set forth in this sec- 
tion, that natural gas shall be sold in 
interstate commerce for resale for ulti- 
mate public consumption at the “low- 
est possible reasonable rate consistent 
with the maintenance of adequate serv- 
ice in the public interest.” 


|, phone gas companies are re- 
quired by §8 to make, keep, and 
preserve such accounts and other 
records as the commission may by rules 
and regulations prescribe; and §10 
provides that every natural gas com- 
pany shall file with the commission such 
reports as may be prescribed to assist 
the commission in the proper admin- 
istration of the act. 
Reports, if the commission so re- 
quires, shall include, among other 


things, full information as to assets 
and liabilities, capitalization, invest- 
ment, and reduction thereof, gross re- 
ceipts, interest due and paid, deprecia- 
tion, amortization, and other reserves, 
cost of facilities, cost of their main- 
tenance and operation, of their renewal 
and replacement, and of the trans- 
portation, delivery, use, and sale of 
natural gas. 

Two weeks after the Natural Gas 
Act was approved by the President, 
the commission adopted the initial 
orders and provisional rules and regu- 
lations for its administration. The act 
was approved June 21, 1938. On July 
5th, the commission adopted these 
orders and promulgated the new rules 
and regulations, which were made 
effective July 11th. 

A broad investigation was promptly 
instituted, under Order No. 51, to aid 
the commission in determining what 
companies are engaged in the inter- 
state transmission of natural gas and 
its sale for resale within the meaning 
of the Natural Gas Act. More than 900 
companies and individuals were noti- 
fied to file, by August 15th, answers to 
a questionnaire covering various 
phases of natural gas transportation, 
production, sales and service, as well 
as revenues, costs, and ownership. It 
is believed that this constitutes in effect 
the most complete official survey that 
has been made of this great industry. 


reasonable rates and efficient service, and to prevent dis-~ 


q “Arp to states and communities in their efforts to obtain 


crimination and unfair practices is one of the principal pur- 
poses of the [Natural Gas] act. Provisions for codperation 
with state commissions are even more extensive and specific 
than those set forth in the Federal Power Act.” 
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ULL details of financial and cor- 

porate relationship were required 
to be given by those reporting who 
own, control, or hold with power to 
vote 10 per cent or more of the out- 
standing voting securities of any other 
person or company engaged in the 
transportation of natural gas or its sale 
for resale. The same information is 
required regarding stock ownership or 
control by any other company or per- 
son in the voting securities of the re- 
porting person or company. 

Maps were required to be filed show- 
ing by states as of July 1, 1938, the 
miles of pipe line operated and the 
location of all facilities now owned or 
operated for the production, gathering, 
transportation, sale, and distribution of 
natural gas. Upon these maps points at 
which pipe lines cross state lines and 
points where connections are made 
with gas pipe lines of other individuals 
or companies are plainly designated, as 
are also all points on the system where 
gas is purchased and delivered. 

Reports required for the 12-month 
period ending June 30, 1938, included 
statements by months of the amount 
of gas produced from each field owned 
or operated ; a list of all individuals or 
companies from which natural gas was 
purchased or collected and the amount 
so collected or purchased from each; 
and similar details regarding all com- 
panies or persons to which natural gas 
was delivered for transportation. 


A™ individuals, companies, munici- 
palities, etc., to which natural gas 
was sold or delivered during this 12- 
month period must be listed in detail, 
with amounts so sold or delivered. 
Points at which delivery was made are 
specified, as well as, where known, the 


general use of such gas, whether for 
ultimate public consumption for 
domestic, commercial, industrial, or 
any other use. 

Communities in which natural gas 
was delivered and sold at retail by the 
reporting company or person are listed, 
with the total quantities so sold. Indi- 
viduals and companies for whose ac- 
count gas was transported are listed in 
full, together with points of receipt 
and delivery. 

Rate regulation being one of the 
commission’s chief duties, an order 
(No. 53) was adopted on July 5th, 
designating the time for filing sched- 
ules showing all rates and charges for 
any transportation or sale of natural 
gas subject to the jurisdiction of the 
commission. 

Classifications, practices, and regu- 
lations affecting rates were required to 
be filed, together with all contracts 
which in any manner affect or relate to 
such rates, charges, classifications, and 
services. 

Verbal agreements, informal prac- 
tices, or understandings are brought to 
light and made a matter of record. “If 
any agreement or practice pertaining to 
any such transportation or sale of nat- 
ural gas is not in writing,” the order 
directed, “the basic terms of such 
agreement or practice shall be reduced 
to writing, approved by the parties 
thereto, and filed with the commis- 
sion.” 


HESE requirements should close 

many loopholes and prevent un- 
disclosed agreements “on the side” 
through which concessions are made 
to favored companies or customers or 
the grant of any special rates or dis- 
criminatory terms or services. 
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The Unquestioned Federal Authority to Regulate Interstate Gas 


é ‘N° one contended, as has been the case in most efforts to extend 

Federal regulation, that the bill was any ‘invasion’ of the 
rights of states or localities. In fact, the demand for its enactment 
came principally from states and cities which found that their efforts 
in the control of rates were often thwarted by the lack of authority 
of their commissions and agencies over companies transporting gas 
from other states or the basic rates charged for such gas supplied for 
local distribution. Only the strong arm of the Federal government 
could reach into that ‘twilight zone’ in which companies controlling a 
large proportion of the nation’s gas supply practically escaped 

regulation.” 





For the convenience of companies, 
as well as of the commission itself, the 
states were divided into three groups, 
and dates for filing schedules and con- 
tracts were staggered. All were to be 
filed, however, within sixty days. 

Schedules covering deliveries in 
Arizona, California, Colorado, Idaho, 
Montana, Nevada, New Mexico, 
North Dakota, Oklahoma, Oregon, 
South Dakota, Texas, Utah, Wash- 
ington, and Wyoming were to be filed 
by August 22nd. A week later, August 
29th, was designated for deliveries in 
Alabama, Arkansas, Illinois, Iowa, 
Kansas, Kentucky, Louisiana, Min- 
nesota, Mississippi, Missouri, Ne- 
braska, Tennessee, and Wisconsin. 
September 6th was fixed as the latest 
date for filing, covering schedules in 
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Connecticut, Delaware, Florida, Geor- 
gia, Indiana, Maine, Massachusetts, 
Maryland, Michigan, New Hampshire, 
New Jersey, New York, North Caro- 
lina, Ohio, Pennsylvania, Rhode Is- 
land, South Carolina, Vermont, Vir- 
ginia, and West Virginia. 

Reports were also required to be 
filed with each schedule, contract, 
agreement, or practice, showing by 
months the amount of natural gas 
transported or sold and the amount 
charged therefor under each rate dur- 
ing the twelve months ended July 1, 
1938. 


M?* companies filed their sched- 


ules, contracts, and _ reports 
promptly. Others, as is often the case 
in instituting a new form of regula- 
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tion, were unable to complete their re- 
ports within the time limit. In such 
cases extensions were granted, but 
only for a limited period. 

Provisional Rules of Practice and 
Regulations under the Natural Gas 
Act were prepared and adopted within 
a fortnight after the act was approved. 
They were promulgated by Order No. 
52, issued July 5th, and made effective 
July 11th. No parties concerned, 
therefore, can complain that they were 
kept in doubt as to the commission’s 
requirements or that there was any de- 
lay in setting them forth in definite 
form. These rules and regulations are, 
of course, provisional, subject to re- 
vision as changes may be deemed neces- 
sary or desirable in the light of experi- 
ence, or to meet matters that may arise 
in the course of administration. 

The rules relating to public sessions, 
petitions, complaints, answers, pro- 
tests, witnesses, and subpoenas and 
other administrative details are, in 
general, similar to those in use for ad- 
ministration of the Federal Power Act, 
as is also the basic procedure for co- 
Operation with state commissions. 
Other sections, however, differ ma- 
terially from the regulations for elec- 
tric utilities; for example, the provi- 
sions regarding applications for aban- 
donment of facilities or service by a 
natural gas company and the rules re- 
lating to applications for certificates of 
convenience or necessity. 


gp schedules, the rules provide, 
must be filed by every natural gas 
company. Proposed or newly estab- 
lished rates or charges must be filed 
with the commission not less than ten 
days before the proposed effective date. 
Changes in rate schedules already 


OCT. 13, 1938 


filed must be submitted to the com. 
mission at least thirty days before it 
is proposed they are to go into effect. 
They must also be accompanied by a 
statement setting forth the reasons for 
the proposed change, why it is con- 
sidered desirable, and an estimate for 
the subsequent twelve months of the 
probable sales and revenue under the 
rate after the proposed change. 
Notices of cancellations of rate sched- 
ules must also be filed at least thirty 
days prior to the proposed effective 
date. 

Every natural gas company is re- 
quired to report to the commission on 
or before January 20, 1939, the 
amount of natural gas transported or 
sold in each month during the 6- 
month period ending December 31, 
1938, under each rate schedule on file 
with the commission during that 
period, together with the considera- 
tion received from each such sale. 
This will bring the records up to date, 
and should clearly indicate the opera- 
tion of each schedule as respects quan- 
tities transported or sold and revenues 
derived therefrom. 


ere for accurate ac- 
counting and reporting is assured 
by the provision in the rules for adjust- 
ment of accounts and reports of com- 
panies, which places the burden of 
proof to justify every accounting entry 
upon the person making, authorizing, 
or requiring such entry. 

Aid to states and communities in 
their efforts to obtain reasonable rates 
and efficient service, and to prevent 
discrimination and unfair practices is 
one of the principal purposes of the 
act. Provisions for codperation with 
state commissions are even more ex- 
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tensive and specific than those set forth 
in the Federal Power Act. 

Upon request of any state commis- 
sion, or upon its own motion, the com- 
mission, under §5(b), is authorized 
to investigate and determine the cost 
of production or transportation of nat- 
ural gas by a company in cases where 
the commission has no authority to 
establish a rate governing the trans- 
portation and sale of such gas. 

State commissions in determining 
local rates may also be aided materially 
by the authority given the Federal 
Power Commission in §6(a) to ascer- 
tain the actual legitimate cost of gas 
company property and its fair value; 
and by the inventories which the com- 
mission may request, stating original 
cost, and the reports regarding the cost 
of additions, betterments, extensions, 
and new construction. These should 
also assist municipalities in preparing 
petitions for rate reductions or adjust- 
ments. 


. prescribing any rules or re- 

quirements as to accounts, records 
or memoranda, or as to depreciation or 
amortization rates, the Federal Power 
Commission is required to notify each 
state commission having jurisdiction 
with respect to any natural gas com- 
pany involved; to give each such com- 
_ mission reasonable opportunity to pre- 


sent its views, and to give considera- 
tion to such views and recommenda- 
tions. 

Special provisions are made in §11 
for assistance in state compacts deal- 
ing with natural gas conservation, pro- 
duction, transportation, and distribu- 
tion. In case two or more states pro- 
pose to the Congress such compacts, it 
is made the duty of the Federal com- 
mission to assemble and make public 
all pertinent information relative to the 
matters covered, and to report such in- 
formation to Congress, with recom- 
mendations as to legislation necessary 
to carry out the compacts purposed and 
to aid in the conservation of the na- 
tion’s natural gas resources and in the 
orderly, equitable, and economic pro- 
duction, transportation, and distribu- 
tion of natural gas. Information is 
also to be assembled and kept regard- 
ing the effect and operation of such 
compacts, and to be reported to Con- 
gress. 


A™ state, municipality, or state 
commission complaining of any- 
thing done or omitted to be done by 
any natural gas company in contraven- 
tion of any provision of the Natural 
Gas Act may apply to the Federal com- 
mission by petition, briefly stating the 
facts. Complaints thus made, §13 pro- 
vides, shall be forwarded by the com- 


“STATE commissions in determining local rates may also be 
aided materially by the authority given the Federal Power 
Commission in §6(a) to ascertain the actual legitimate cost 
of gas company property and its fair value ; and by the inven- 
tories which the commission may request, stating original 
cost, and the reports regarding the cost of additions, better- 
ments, extensions, and new construction.” 
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mission to such company, which shall 
be called upon to satisfy the same in 
writing within a reasonable time. 

This was the procedure in the first 
two complaints filed with the commis- 
sion, those of the city of Cleveland and 
the city of Akron, Ohio, against the 
Hope Natural Gas Company. These 
concerned principally the reasonable- 
ness of the so-called “River Rate” 
charged by the Hope Company to its 
affiliate, the East Ohio Gas Company, 
for gas produced in West Virginia and 
delivered at the Ohio river to the East 
Ohio Company for transportation to 
and distribution in Cleveland, Akron, 
and other Ohio communities. Both gas 
companies are wholly owned subsidi- 
aries of the Standard Oil Company of 
New Jersey. Complaining that the 
price charged by Hope to East Ohio 
for natural gas for resale to domes- 
tic, commercial, and small consumers 
in Cleveland, Akron, and elsewhere is 
unjust, unreasonable, and greatly in 
excess of the price charged by the Hope 
Company to nonaffiliated companies 
for resale to domestic and other small 
consumers and that charged to certain 
large industrial consumers, both cities 
charged that these rates were unduly 
discriminatory between customers and 
between classes of service. 


pe to reply to these com- 
plaints within thirty days, the 
Hope Company in its answers denied 
that these rates were unduly high, con- 
tending that they yielded no more than 
a fair return on the fair value of its 
property ; declared that the rates to in- 
dustries were available on the same 
terms to any large consumers, and that 
the lower rates charged nonaffiliated 
companies were due to differences in 


OCT. 13, 1938 


the terms and conditions of service. 

In its answers, the Hope Company 
did not question the jurisdiction of the 
commission in these cases or challenge 
its authority to determine the fairness 
of its “River Rate.” The company 
merely contended that determination 
by the Federal commission of a fair 
contract price between the East and 
Hope companies was not essential to 
determine a fair and reasonable rate 
for natural gas in Cleveland, Akron, 
or elsewhere, and that exercise by the 
commission of its jurisdiction as 
sought in the petitions is not necessary 
to fix a fair rate for natural gas in 
these cities or elsewhere. 


wo large projects which involve 

the matter of issuing certificates 
of public convenience and necessity are 
now before the commission. The Kan- 
sas Pipe Line & Gas Company, which 
proposes to construct 1,040 miles of 
main pipe line from the Kansas gas 
fields to the Mesaba iron ranges in 
Minnesota, and 1,306 miles of tap lines 
to serve 129 communities in Kansas, 
Nebraska, South Dakota, North Da- 
kota, and Minnesota, has filed a peti- 
tion and application praying that the 
commission disclaim jurisdiction over 
the project or, in case it assumes juris- 
diction, that it issue a certificate of 
convenience and necessity permitting 
the company to construct and operate 
the proposed lines. For this project, 
whose estimated cost is $21,470,000, 
the company has applied to the Recon- 
struction Finance Corporation for a 
loan of $20,000,000. Opposing this 
project on the ground that the natural 
gas transported would supplant the use 
of large quantities of coal, the National 
Bituminous Coal Commission, the Na- 
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tional Coal Association, the United 
Mine Workers of America, and the 
Northwest Coal Dealers Association 
have filed protests against granting the 
application, and have petitioned the 
commission to become parties to the 
proceedings. 


HE Public Service Gas Company, 

a Montana corporation with 
offices at Minneapolis, has applied to 
the commission for the issuance of a 
certificate of convenience and neces- 
sity for construction and operation of 
a 1,500-mile pipe line from the gas 
fields of Montana and Wyoming 
through North Dakota, Minnesota, 
and Wisconsin. That company pro- 
poses to serve some 115 communities, 
including Minneapolis, and also to 
furnish natural gas to develop the low- 
grade ores in the Cuyuna and Mesaba 
iron ranges. Construction cost of this 
project is estimated at $49,402,000, 
annual net profits at $1,226,400; and 
its officers estimate that a $50,000,000 
loan can be amortized in twenty-five 
years, plus 5 per cent interest. 

There is, naturally, wide interest in 
these first formal proceedings under 
the Natural Gas Act, and in the action 
which the commission may take in such 
cases. These are but the forerunners 


of many questions that must be de-' 
| cided. This is a new field in Federal 


regulation, in which there are few per- 
tinent precedents for guidance, but in 
which the commission has the advan- 
tage of its wide experience in the regu- 
lation of electric utilities. 

Firm and vigorous enforcement of 
the act, putting its provisions promptly 
into effect, will be of advantage to all 
concerned. Enforcement of reasonable 
interstate rates and efficient service, 
prevention of discrimination and un- 
fair practices are essential for the pro- 
tection of consumers, which is the pri- 
mary purpose of this law. 


view, will be the detailed infor- 
mation obtained regarding all natural 
gas companies, their production, sales, 
connections, and services; their finan- 
cial and corporate relationship, owner- 
ship, and control, and the actual legiti- 
mate cost and fair value of their prop- 
erties. This will enable investors as 
well as consumers to obtain essential 
facts regarding natural gas production, 
transmission, and distribution never 
before available. Providing data essen- 
tial to state and city governments as 
well as to Congress in framing legisla- 
tion is another regulatory asset. This 
should also prove of decided value to 
the industry itself and to the commer- 
cial and financial interests of the entire 
country. 


Qn as important, in the broader 





“Here in the United States our own dollar has lost more than 40 per cent 
of its gold value, and each person has had his share of the government 
debt more than doubled in a few years, yet these changes concern the 
average citizen about as much as a report that astronomers have dis- 
covered a new cluster of sun spots.” 


—FLoyp W. Parsons, 
Editorial Director, Gas Age. 
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Communication 


HE recent meeting in Washington 
of the Seventh International Man- 
agement Congress witnessed the activity 
of a number of executives noted in the 
field of American communication indus- 
tries. The leading paper on the subject 
of public relations (digested in this 
magazine at page 528) was prepared by 
Vice President Arthur W. Page of the 
American Telephone and Telegraph 
Company. President Walter S. Gifford 
of the same company is a member of the 
International Committee of Scientific 
Management—the principal group with- 
in the Congress. There were several 
other high officials of the Bell system, of 
the Western Union Telegraph Company, 
and of the Radio Corporation of Amer- 
ica, engaged in committee work. 
Communications executives from for- 
eign countries also abounded. One dele- 
gate from Great Britain, an executive in 
a British telephone equipment manufac- 
turing company, interested some of the 
American telephone men in a brief edi- 
torial which recently appeared in Lord 
Beaverbrook’s Evening Standard. The 
editorial, in comparing the respective 
populations of the United States and 
Great Britain, pointed out that there are 
three times more people here than in 
Britain, then added: 


Since we are in a comparable state of ma- 
terial civilization you might expect that our 
telephone figures would be relative. Not so. 
Far from so. The American Telephone and 
Telegraph Company at the end of last year 
operated more than 14,000,000 telephones. 
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The British Post Office operated less than 
3,000,000. 

So in that respect the ratio is not 3 to 1, 
but 5 to 1. : 

The A. T. & T. record a profit of £58,000,- 
000, the G. P. O. £7,000,000. The ratio be- 
comes 8 to 1. 

The A. T. & T. record 65,000,000 tele- 
phone calls. The G. P. O. 6,000,000. So there 
the ratio rises to 103 to 1. 

It is only when you come to the number of 
employees (America, 250,000; Britain, 75,- 
000) that you approach the 3-to-1 ratio. But 
even then every American employee handles 
260 telephone calls against our own 80. 

The moral of the figures is plain. Our 
telephones should be switched over to com- 
pany control like the efficient American sys- 
tem. Company control, that is, based upon 
public ownership. 


* * * * 


HILE Federal Judge Coxe in New 

York ponders the fate of reorgani- 
zation proceedings of the Postal Tele- 
graph & Cable Corporation under provi- 
sions of the Chandler Act, members of 
the FCC stirred uneasily in the knowl- 
edge that financial difficulties of both of 
our national wire systems are likely to be 
placed at the door of the FCC as the re- 
sult of the latter’s denial of the 15 per 
cent domestic increase last April. Such 
a charge would, of course, be neither en- 
tirely true nor entirely fair; but with so 
many critics in Congress, there are mem- 
bers of the FCC who would appear in a 
more sympathetic attitude. 

True, the economic troubles of the 
telegraph companies spring from a series 
of circumstances, mostly competitive and 
nearly all predating the advent of the 
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FCC. Yet the forthright denial of the 
wire companies’ plea for a “breathing 
spell” rate boost does in a way place 
the commission in the position of not 
caring what happens to the wire carriers. 
Telegraph attorneys already grimly re- 
fer to the FCC’s majority refusal of the 
15 per cent rate boost (on very legalistic 
grounds) as the “Pontius Pilate deci- 
sion.” 

Furthermore, the knowledge that the 
Postal Telegraph reorganization pro- 
ceedings under the Chandler Act seem 
to be turning out to the dissastisfaction 
of all parties does not make the picture 
any more optimistic. The plan submit- 
ted by the Lehman and Stewart bond- 
holders’ protective committee (which 
would wipe out preferred and common 
equities) was doomed before it was filed. 
So also was the idea of having the SEC 
invited into the case. 

The time would seem ripe, therefore, 
for a revival of the perennial Western 
Union-Postal Telegraph proposal, and 
this is what at least two members of the 
FCC are reported to have in mind. The 
idea would be to bring a merger pro- 
posal before the FCC as a whole, and if 
approved by a majority a recommenda- 
tion would be made to Congress to amend 
the Communications Act so as to give 
the FCC authority to start merger pro- 
ceedings on its own initiative. Nor would 
the plan call for anything so mild as 
voluntary negotiations with the FCC sit- 
ting as arbitrator. Instead it would be a 
compulsory integration affair—applying 
about the same procedure (but a reverse 
policy) as the SEC is using, under the 
“death sentence,” to break up the util- 
ity holding company systems. 


A this is in the gossip stage right 
now ; but if the rumor proves to be 
true it will be perhaps the most impor- 
tant development since the inauguration 
of Federal regulation of our national 
communications in 1934. The Communi- 
cations Act as presently enacted seems to 
assume the continuation of a state of 
competition in all fields of communica- 
tions ; and it is doubtful, therefore, if the 
commission could approve a wire mer- 
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ger even if one should be worked out. 

Accordingly, the FCC members in 
question are busying themselves with the 
preparation of a recommendation to Con- 
gress to pass amendatory legislation 
which would at least leave the statutory 
door open for a merger. The FCC mem- 
bers realize that there are many other 
hurdles in the way of a telegraph merg- 
er—the principal one being the opposi- 
tion of organized labor, which fears that 
resulting “economies” would also result 
in unemployment among workers now 
engaged in the operation of duplicate 
facilities. Whether these obstacles can 
be overcome or not, the FCC members 
think this is one way the FCC could get 
out from under all blame for an economic 
breakdown in wire communications. It is 
likely, therefore, that the FCC will take 
some action on this matter before the con- 
vening of the next Congress. 

In addition to labor’s obstacle to a tele- 
graph merger (some labor groups would 
probably prefer government ownership 
to loss of employment), there is a strong 
feeling in Congress against all tendencies 
in the direction of monopoly, even though 
a monopoly in this case would simply be 
a measure of economic preservation 
rather than industrial aggrandizement. 
From the regulatory standpoint, the FCC 
would be better able to regulate the rates 
of a unified telegraph system as con- 
trasted with its present absurd regulatory 
position which was revealed in the di- 
vided opinions of the FCC in the 15 per 
cent rate case. Again, it might be possi- 
ble to effect a merger with some under- 
standing that the telegraph employment 
list would be allowed to diminish gradu- 
ally through deaths, resignations, and 
dismissals, instead of a wholesale shake- 
up of personnel. 

The majority opinion in the 15 per 
cent rate case turned down the telegraph 
companies’ petition on more or less tech- 
nical grounds to the general effect that 
the petitioners had not sustained their 
burden of proof in showing that the pro- 
posed rate increase was necessary as a 
matter of law. Supporting this conclu- 
sion, however, the majority’s opinion 
suggested in the case of the Western 
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Union that the properties were only be- 
ing operated at half capacity. While the 
implication intended was that the rate 
base should be curtailed, this same line 
of reasoning also suggested the dismissal, 
in the interest of economy, of surplus 
operating force. Needless to say, such 
passages in the majority opinion have 
attracted the frowns of the organized 
labor groups. 
* * * & 
RECENT dispatch of the American 
Commercial Attaché at Paris (as 
published in Foreign Communication 
News) quotes the telephone rates apply- 
ing in France under the present low rate 
of exchange for the franc in terms of 
United States currency. 

The rate structure of the French Na- 
tional Telephone system (operated by 
the Minister of Posts and Telegraphs) 
is based upon the “value of the service” 
as reflected in the number of stations ac- 
cessible within a given common exchange 
area. Thus a small community with a 
limited number of subscribers has a rate 
proportionately lower than the rate for 
a subscriber to the Paris exchange with 
its numerous accessible connections. 

The French telephone rate, however, 
is on a 2-part basis. First of all there is 
an annual subscriber’s charge for the 
mere availability of the telephone instru- 
ment. In addition there is a charge per 
call whether the call is made within the 
connecting district or to an outside point. 

To carry out its value-of-service rate 
system already referred to, the French 
telephone subscription charges are di- 
vided into four categories: (1) In dis- 
tricts having up to 2,000 connected sta- 
tions, the individual subscription charge 
is 250 francs a year, or $6.75; (2) in 
districts where the connected stations 
average between 2,000 and 20,000, the 
individual subscription charge is 400 
francs a year, or $10.80; (3) in districts 
having more than 20,000 connected sta- 
tions, except Paris, the individual sub- 
scription charge is 500 francs a year, or 
$13.50; (4) for all subscriptions to the 
Paris network the annual individual rate 
is 600 francs, or $16.20. 

The local rate for calls within the same 
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district is 65 centimes per call which 
amounts to a trifle more than 1} cents 
in American currency. The interurban 
rate varies according to whether districts 
are adjoining and, of course, according 
to the distance. The rate for 100 kilo- 
meters is a little less than 11 cents per 
call, with lesser distances roughly in 
about the same proportion. 

The apparent cheapness of French 
telephone service as indicated in the fore- 
going set-up must be considered in the 
light of the abnormally low rate of ex- 
change whereby the French franc was 
recently stabilized at .027 cents in Amer- 
ican currency. The internal purchasing 
power of the franc, however, as well as 
domestic wages and general living stand- 
ards, make the cost of telephone service 
to the French considerably more expen- 
sive than would appear in terms of Amer- 
ican money. 

i ee ae 

‘ N 7 ASHINGTON circles expect the FCC 

investigation of broadcasting 
chains to get considerable publicity for 
several weeks following the hearings 
which have been scheduled to begin on 
October 24th. While it had been generally 
anticipated that the commission would 
get this investigation under way some- 
time during the fall, it was noted that the 
announcement by Chairman McNinch of 
the FCC program for probing monopoly 
and chain broadcasting followed the day 
after the Reverend Edward L. Curran, 
president of the International Truth So- 
ciety, Brooklyn, N. Y., had telegraphed 
a demand to President Roosevelt to re- 
move Chairman McNinch because he had 
failed to conduct a forthright investiga- 
tion of the “radio monopoly.” It was 
believed likely that the Curran telegram, 
which was otherwise virtually ignored by 
the administration, might have had some 
slight effect in spurring the commission 
to definite action. 

Chairman McNinch has apparently 
started his promised efforts to eliminate 
certain members of the commission’s 
staff or have them transferred or other- 
wise suppressed. It was felt likely that 
some of the “purgees” are getting in 
touch with the small groups of religious 


516 





and e 
long « 
giving 
displa 
ing. 
emanez 
The 
plans 
it will 


m™ transc 


manag 
statior 
concer 
statior 
ests ar 

The 
by a sf 
headec 
whoa 
Comm 
chairn 
Comm 
Paul / 
expert 
gaged 
prelim 
basis c 
Ninch 
compl 


H* 
1 
Mutua 
the he 
their c 
phases 
relatio 
other, 
agenci 
compa 
owner: 
_ Cor 
and di 
tions a 
poses 
eviden: 
with a1 
or are 
and ne 
contrac 
Ninch 
grams 
technic 
investi 


ee 2 SOS. ae oa ee ae 


Oe. se . aae ae: e 


a ns eS ee ee ef ee ed 


en 


CZ 0 te FF he Ft le 


“= o™ - 


WIRE AND WIRELESS COMMUNICATION 


and educational broadcasters who have 
long quarrelled with the FCC for not 
giving them more radio privileges, to the 
displacement of commercial broadcast- 
ing. The Curran telegram obviously 
emanated from such a source. 

The commission, in announcing its 
plans for the hearing, also indicated that 
it will go into the matter of electrical 
transcription and recordings; lease and 
management contracts by the individual 
stations, network program duplication, 
concentration of ownership or control of 
stations in the same or affiliated inter- 
ests and patent control and copyright. 

The investigation is to be conducted 
by a special committee of the commission, 
headed by Chairman Frank R. McNinch, 
who also will be chairman of the inquiry. 
Commissioner Thad H. Brown is vice 
chairman and the other members are 
Commissioners Eugene O. Sykes and 
Paul A. Walker. A corps of officials and 
experts of the commission has been en- 
gaged since March in preparation of the 
preliminary data, which will form the 
basis of the hearing, and Chairman Mc- 
Ninch said that this work now had been 
completed. 


H°® said that representatives of three 
national networks, NBC, CBS, and 
Mutual, have been directed to appear at 
the hearing and present data covering 
their corporate and financial history, all 
phases of network operations, including 
relations with affiliates and with each 
other, with advertisers and advertising 
agencies, and telephone and telegraph 
companies, as well as facts as to their 
ownership and control. 

_ Companies engaged in the production 
and distribution of electrical transcrip- 
tions and recordings for broadcast pur- 
poses have been instructed to produce 
evidence with respect to their relations 
with and the extent to which they control 
or are controlled by broadcast stations 
and networks, through stock ownership, 
contract, or otherwise. Chairman Mc- 
Ninch said that the quality of such pro- 
grams and transcriptions both from the 
technical and program standpoint will be 
investigated. 
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The committee is going exhaustively 
into the question of contracts, agree- 
ments, and other arrangements with 
third parties affecting the management, 
operation, or control of broadcast sta- 
tions. This phase of the investigation, 
he said, which will explore the field of 
so-called “lease” and “management” con- 
tracts under which persons other than 
authorized licensees may exercise influ- 
ence over station management, operation, 
or control, is deemed most important. He 
added that all licensees had been directed 
to supply the commission not later than 
September 30th with a complete verified 
statement as to this matter, and during 
the course of the hearing many of them 
will be interrogated fully about it. 

Although it was not definitely men- 
tioned on the agenda, the delicate prob- 
lem of radio censorship is likely to get 
a good going over during the FCC mo- 
nopoly probe. The recent 4-to-1 vote 
(Craven vigorously dissenting) to dis- 
cipline the NBC Blue Network for al- 
leged profanity in broadcasting Eugene 
O’Neill’s “Beyond the Horizon” has left 
bitter feelings within the commission and 
the broadcasting industry. Members Mc- 
Ninch and Case did not participate. 

* * * * 


HE unprecedented extent of disrup- 
tion to communications service re- 
sulting from the recent hurricane and 
floods in New England was disclosed by 
delayed reports from affected areas as 
telephone and telegraph repair crews 
performed magnificent feats of emer- 
gency rehabilitation. Long queues of 
telephone repair trucks were already 
struggling along the broken highways 
while public relief authorities were still 
making preliminary aerial surveys. 
Because of the dense population of the 
devastated region, extending virtually 
from the edge of the metropolitan area 
of New York city to the Canadian bor- 
der, and the destruction of thousands of 
poles, miles of wire, towers, and antennae 
by countless falling trees, the property 
damage and service interruption far ex- 
ceeded any similar disaster in the history 
of both the wire and wireless communi- 
cations industries. 
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Columbia Oil May Sell Interest 
In Panhandle Pipe Line 


7 N investment banking syndicate 
headed by Glore, Forgan & Co. has 
offered Columbia Oil & Gasoline Corpo- 
ration approximately $12,000,000 (about 
$30 a share) for its 404,000-share in- 
terest in Panhandle Eastern Pipe Line. 
No definite agreement has been an- 
nounced yet. Public distribution of the 
shares of Panhandle Eastern is con- 
templated by the banking syndicate if it 
is successful in negotiating the deal. 
Other members of the syndicate include 
the Bancamerica-Blair Corporation, Hal- 
sey, Stuart & Co., Inc., and Ladenburg 
Thalmann & Co. Another group is also 
said to be bidding for the property. 

For some years there has been a strug- 
gle for control of this valuable pipe-line 
property, which has a well established 
earning power. Missouri-Kansas Pipe 
Line (long known in Wall Street as 
“Mokan”) owns 324,326 shares of Pan- 
handle, and also has a warrant to buy 
80,000 shares additional at $25 a share. 
No stock is held by the public. Without 
the option stock, control lay with the 
404,000 shares held by Columbia Gas; 
but once the option stock could be ob- 
— Mokan would enjoy voting con- 
trol. 

Mokan has had a checkered career. 
The stock was a market “playboy” in 
the late twenties and, being overex- 
ploited by the company’s promoter, suf- 
fered a heavy crash. In 1937 it had a 
similar experience on a smaller scale, its 
market sponsors being hailed into court 
for alleged irregularities, although the 
value of the stock was perhaps not far 
out of line with its potential earning 
power. Unfortunately both Mokan and 


and 
Comment 


By OWEN ELY 


its banking sponsors have been so beset 
by litigation in recent years that the pub- 
lic has distrusted the stock. 

Distribution of the Columbia block of 
stock to the general public would appar- 
ently insure working control of Panhan- 
dle to Mokan even if the latter remains 
unable to exercise its option. 


¥ 
Valuation Yardstick Needed for 


Integration Program 


ccording to press reports, companies 
which are actively working on 
‘“fntegration” plans in conformity with 
the SEC request include Columbia Gas 
& Electric, United Corporation, Cities 
Service, and Standard Gas. Some com- 
panies, however, are apparently content 
to await a test of the constitutionality of 
§11 of the act. Just how many, if any, 
of the 61 holding companies involved 
may refuse to file tentative plans Decem- 
ber 1st is, however, a matter of conjec- 
ture. According to the New York Her- 
ald Tribune: 


A key to the solution of the integration 
problem of public utility holding companies, 
according to the consensus of leading execu- 
tives, will be some standard formula for 
the valuation of properties to be exchanged. 
... A standard yardstick for measuring the 
value of utility properties not only would 
speed self-integration of holding companies, 
but it would facilitate negotiations between 
privately owned companies and large govern- 
ment power projects and municipalities. ... 

In complying with provisions of the Public 
Utility Holding Company Act, utility com- 
panies are confronted with the fact that the 
law authorized the SEC to apply to a Fed- 
eral court to enforce its orders under inte- 
gration and corporate simplification. The 
court has exclusive jurisdiction over all 
assets of the company or companies involved 
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and may appoint the SEC sole trustee to 
administer assets under direction of the 
court. The trustee, with approval of the 
court, may dispose of assets subject to re- 
organization plans approved by the SEC. 


¥ 


SEC Issues Financial Statistics 


HE Public Utilities Division of the 
Securities and Exchange Commis- 
sion has issued a compendium of 1937 
financial statistics for 150 electric and 
gas subsidiaries of registered holding 
companies, including all companies with 
assets of $10,000,000 or more—these 
constituting about 70 per cent of the 
total. (See Pustic Urtixities Fort- 
NIGHTLY, September 29, 1938, page 
466.) 
It is interesting to note that aggregate 
property and investments for these com- 
panies average about 95 per cent of capi- 


talization and surplus. Capitalization is 
about 51 per cent funded debt, 19 per 
cent preferred stock, and 30 per cent 
common stock and surplus. The average 
interest rate is about 44 per cent, and the 
preferred dividend rate averages about 
6} per cent. 

Interest was earned on the average 
over two and one-half times in 1937 
(the lowest coverage being 92 per cent). 
Fixed charges and preferred dividends, 
taken together, were covered 1.57 times, 
and an average return of about 7 per 
cent on common stock and surplus was 
indicated. 

Depreciation charges averaged 9.7 per 
cent of gross revenues, or 1.66 per cent 
of property account; balance sheet de- 
preciation reserves were 9.18 per 
cent of property value. Maintenance ex- 
penses were over 6 per cent of gross 
revenues. 
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DISTRIBUTION OF CAPITALIZATION AND GROSS EARNINGS, RESPECTIVELY, 
OF 150 OPERATING UTILITY COMPANIES, AS OF 1937 


TOTAL 
CAPITALIZATION: 
38,274,994,519 
€Misc. (1.76%) 
6. € $3577, 721,694 


31,540,052,469 
€(Ave. Div. Rt.--6.20%) 


€$1 , 908,135,635 


$4,103, 187,167 
Stavg. Int. Rt.--4.57%) 


TOTAL GROSS 
EARNINGS: 
$1,452,060,291 
Misc. (1.72%) 
Maintenance (6.03%} € $87,593,852 


Pfd. Div. (6.59%) €$95,615,122 


iation (9. €$140,052,615 


v. (12. & $175,808,920 


Taxes (12.4 <€ $181 ,090,653 


t Int. (12. €$187, 567,422 


Operating € 3559, 248,531 
38. 


Source: Report of Public Utilities Division, Securities and Exchange Commission 
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Taxes amounted to 12.55 per cent of 
gross, while one company paid as high as 
20 per cent. This, of course, did not in- 
clude the additional taxes paid by system 
holding companies. 

Significant items for principal systems 
which reflect only the operating company 
totals in each group without the holding 
company adjustments, charges, divi- 
dends, etc., are shown in the accompany- 
ing table. 


¥ 


New Financing 


ft es European crisis has resulted in 
postponement of some of the im- 
portant utility issues currently pending, 
including the $42,000,000 Michigan Con- 
solidated Gas financing, originally due 
for offering September 21st. The attor- 
ney for the city of Detroit who had asked 
postponement of approval by the two 
commissions states that assurance has 
been obtained from the utilities commis- 
sion that the city’s agreement on gas rates 
in Detroit will not be disturbed by the 
consolidation. 

The $80,000,000 refunding issue of 
Public Service Company of Northern 
Illinois was anticipated late in Septem- 


ber. A stockholders’ meeting was called 
for September 28th to approve the issue. 
Halsey, Stuart & Co. are expected to un- 
derwrite the bonds. 

Virginia Electric & Power Company 
filed a registration statement September 
15th covering $37,500,000 first and re- 
funding 34s of 1968. Stone & Webster 
and Blodget, First Boston Corporation, 
and Brown, Harriman & Co., Inc., will 
be the principal underwriters. 

Cities Service Co. is reported consider- 
ing refunding operations for certain sub- 
sidiaries. As forecast in the annual re- 
port, $16,903,000 Cities Service Gas first 
pipe line 54s are expected to be called 
soon, together with $7,870,700 first 6s of 
1943 issued by Cities Service Pipe Line 
Company. 

Other financing “on the fire”. includes 
$50,000,000 Public Service of Colorado, 
$30,000,000 Ohio Power, and $70,000,- 
000 Wisconsin Electric Power Co. bond 
issues. 

Stockholders of the Commonwealth 
Edison Company subscribed to about 97 
per cent of the $39,467,900 of 34 per cent 
convertible debentures. The original un- 
derwriting syndicate, headed by Halsey, 
Stuart & Co., therefore had only about 
$1,000,000 to “take down” and, because 
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Times 
Funded Charges 


Ratio 
Bond& Ratio  Deprec. Ratio 
Debt & Pref. Debenture Deprec. Reserve Maintenance 
Interest Div. Interest to Gross to to 
Earned Earned Earnings Property Earnings 
American Gas & Elec. .......... 2.82 12.60 11.07 5.49 
American Gas & Power 6.76 9.06 
American Power & Light 8.60 6.51 
American Water Works 8.72 10.90 
Associated Gas and Electric .... 8.06 
Cities Service Power & Light .. 7.47 
Columbia Gas & Electric 11.10 
Consolidated Electric & Gas an 


Times 


Commonwealth & Southern 
Electric Power & Light 
Engineers Public Service 
Middle West Corporation 
Midland United Company ‘ 
National Power & Light 2.56 
New England Power Assoc. .... 4.48 
New England Public Service .... 2. 
North American Company 

Standard Gas and Electric 

United Gas Improvement 

United Light and Power 

Utilities Power and Light 
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FINANCIAL NEWS AND COMMENT 


of the conditional sales permitted by the 
group during the period of subscriptions, 
that amount undoubtedly has been sold 
and no public offering will be made. 

The Brookings Institution has begun 
a broad survey of the capital market, to 
trace the causes of the lag in “new 
money” financing. The results should be 
of great interest. 


» 


Electric Power Index at New 
1938 High 


LECTRIC power production for the 
EK week ended September 17th was 
only about 3 per cent under the corre- 
sponding week of 1937, compared with a 
5 per cent difference in the previous 
week. One region, the Middle Atlantic, 
showed a gain of 1.6 per cent over last 
year. The New York Times seasonally 
adjusted index advanced to 97.7 com- 
pared with 95.3 in the previous week and 
104.2 in the corresponding week of 1937. 

Results for the week of September 
24th, not available at this writing, may be 
adversely affected by “war” fears and the 
New England hurricane. However, due 
to the anticipated pick up in automobile 
production, together with the downward 
trend of business last year, favorable 
comparisons should ensue in the balance 
of 1938—barring a European holocaust. 


¥ 


That Power “Bottleneck” 


A== issue of Barron’s comments 
as follows on the alleged power 
“bottleneck” in eastern territory: 


To break up this bottleneck, officials plan 
a series of conferences with private utility 
executives, the first of which has already 
been held. At these conferences the com- 
pany officials will be shown a report on 15 
cities strategic to the munitions industry. 
The report computes present power output, 
Prospective needs by 1940, and additional 
needs which war would impose. 

Utility executives will be asked to build 
now the additional plant which they would 
need anyway by 1940 and as much more as 
they feel they can, reserving as stand-by 
equipment plant which would be replaced 
and not needed currently because of the new 


construction. On the theory that utility ex- 
pansion is three years behind time, govern- 
ment officials are asking company repre- 
sentatives to undertake the construction at 
their own cost. Liberal RFC loans may be 
offered them if they cannot otherwise find 
financing. 

Where companies will not or cannot build 
the plant which the survey indicates is 
needed, the government may build it and 
lease it to the companies. Officials in charge 
of the program, however, insist that in no 
instance do they plan their program as exten- 
sion of the government-utility competition 
fight. Where the program runs up against 
New Deal laws as, for instance, in restora- 
tion of the power line connections between 
Chicago and Detroit which were cut because 
of the Holding Company Act of 1935, an 
attempt will be made to change the law. 

Success in preliminary talks has been en- 
couraging, and any day you may see a dele- 
gation of utility executives, shepherded by 
government officials, walking into the White 
House to publicize the codperation toward 
national defense. 
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Corporate News 
W= the SEC regards the General 


Protective Committee for Secu- 
rity Holders of the Utilities Power and 
Light Corporation as “organized by 
Howard C. Hopson and . . . the instru- 
ment of the Associated Gas interesis,” it 
has decided to grant the committee per- 
mission to intervene in the hearings on 
reorganization plans, subject to certain 
conditions. 


Details regarding the various transfers 
and adjustments between International 
Telephone & Telegraph Corporation and 
its subsidiaries, in connection with this 
year’s financial program, were disclosed 
in the report to stockholders issued 
September 15th. These transactions, 
which have been summarized previously 
in this department, will lighten the com- 
pany’s financial burdens by facilitating 
the retirement of $37,511,000 debenture 
44s maturing January lst and the read- 
justment of the company’s bank loans. 


Demolition of the Sixth Avenue ele- 
vated line, at an estimated cost of $12,- 
725,000, is regarded by the board of 
transportation of New York as the most 
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urgent item on its $800,000,000 program, 
John H. Delaney, chairman, has advised 
the City Planning Commission. In this 
instance Mr. Delaney is in agreement 
with Mayor LaGuardia who hopes to 
have the elevated line ready for removal 
by Christmas, assuming that Manhattan 
Railway stockholders don’t succeed in 
holding up the program in the courts. 
Most of the remaining projects in the 
huge “program” are for consideration 


after 1944, 


North American Company has asked 
SEC approval for a merger of two of its 
important Wisconsin properties, Mil- 
waukee Electric Railway & Light and 
Wisconsin Electric Power, which will in- 
volve a $69,500,000 refunding program. 
Milwaukee Electric Railway & Light 
plans to issue $55,000,000 bonds, $14,- 
500,000 10-year serial notes, and $9,220,- 
400 preferred stock (including treasury 
stock), the latter being turned over to 
North American Edison in exchange for 
the entire outstanding stock of Wisconsin 
Electric Power. To improve the salability 
of the new bonds and notes, they will be 
issued primarily against the electric 
properties of the consolidated company. 
The transportation property will be 
placed in a subsidiary company, the secu- 
rities of which will consist of $10,000,- 
000 of 4 per cent bonds and $25,000,000 
capital stock, all of which will be owned 
by the consolidated company. The trans- 
portation business will be operated as the 
Milwaukee Electric Railway Company. 
Savings resulting from refunding, to- 
gether with a substantial part of the elec- 
tric company’s earnings, will be devoted 
to paying maturing serial notes over the 
next ten years. 


Middle West Corporation has asked 
SEC approval for the sale of $540,660 
first 5 per cent bonds due 1957; 2,604 
shares of 6 per cent $50-par preferred 
stock; and 32,531 shares of common 
stock of Arkansas-Missouri Power Cor- 
poration on the open market. It stated 
that the sale would simplify its holding- 
company structure by eliminating the is- 
suer as a subsidiary. 
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Providence Gas Company has asked 
the SEC to have its stock delisted from 
the Curb Market on the ground that it 
prefers to have the stock dealt in locally 
over-the-counter. The Curb is opposing 
the application. 


Federal Judge Coxe has denied the re- 
quest of counsel representing a minority 
bondholders’ committee to invite the 
SEC into the reorganization proceedings 
of the Postal Telegraph & Cable Corpo- 
ration under the provisions of the Chand- 
ler Act. Since the Postal reorganization 
began long before the act became effec- 
tive, the SEC can enter the case only at 
the invitation of the court. The Lehman 
and Stewart bondholders’ protective 
committee recently submitted a plan of 
reorganization, but as this would elimi- 
nate both preferred and common stocks 
it is being vigorously opposed by stock- 
holders’ representatives, who sought to 
inject the SEC into the situation. Coun- 
sel for minority stockholders told the 
court that the plan “clearly indicated that 
International Telephone & Telegraph 
was to take over the assets and give 
bondholders something.” (See page 514.) 


Cincinnati Gas & Electric Company, 
subsidiary of Columbia Gas, obtained 
SEC approval for reduction of capital 
represented by common stock from $30,- 
000,000 to $7,500,000, the difference 
being credited to special surplus. 


Some consolation to the communica- 
tions carriers for the terrific toll which 
New England property losses will take 
on depreciation reserves was the unan- 
ticipated boost in transatlantic traffic. 
Excitement over war news, special | 
broadcasts, and a sharp rise in private 
communications of a commercial and 
diplomatic nature have increased the 
transatlantic business beyond all expec- 
tation. The Long Lines Department of 
the Bell system was running at times 
over two hours behind traffic demand be- 
tween Paris and New York. Western 
Union, Postal Telegraph, and RCA Com- 
munications are sharing in the unex- 
pected boom. 
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INTERIM EARNINGS STATEMENTS 
No.of End 
Months of 

Included Period 


System Earnings per Share (a) 


Last Previous Per Cent Per Cent 
Period Period Increase Decrease 





Electric and Gas 


American Gas & Electric 

American Power & Light (Pfd.) .. 
American Water Works 

Boston Edison 

Cities Service P. & L. (Pfd.) 
Columbia Gas & Electric 
Commonwealth Edison (h) 
Commonwealth & Southern (Pfd.). 
Consolidated Edison of N. Y...... 
Consolidated Gas of Baltimore .... 
Detroit Edison 

Electric Power & Lt. (1st Pfd.) ... 
Inter. Hydro-Electric (Pfd.) 

Long Island Lighting (Pfd.) 
Middle West Corp. .............. 
National Power & Light 

Niagara Hudson Power 

North American Co. .............. 
Pacific Gas & Electric 


Public Service Corp. of N. J. ...... 


Southern California Edison 
Standard Gas & Elec. (Pr. Pfd.) .. 
United Gas Improvement 

United Light & Power (Pfd.) .... 


Gas Companies 

American Light & Traction 
Brooklyn Union Gas 

Lone Star Gas 

Pacific Lighting 

Peoples Gas Light & Coke 
United Gas Corp. (1st Pfd.) 


Telephone and Telegraph 


American Tel. & Tel. (g) 
General Telephone 
Western Union Telegraph (d) .... 


Traction 

Grevaotnd Corp, sicescss ss cccete 
Twin City Rapid Transit 

Systems outside United States 


American & Foreign Power (Pfd.) 
International Tel. & Tel. (e) 


D—Deficit. 


12 
12 
12 


12 
6 


June 30 (b) 
July 31 
June 30 (c) 
June 30 (c) 
June 30 
June 30 
June 30 (b) 
July 31 
June 30 (c) 
June 30 (c) 
Aug. 31 
June 30 (c) 
June 30 (c) 
June 30 
June 30 (c) 
July 31 (b) 
June 30 (c) 
June 30 
June 30 
Aug. 31 (b) 
June 30 (c) 
June 30 (c) 
June 30 (c) 


June 30 

June 30 

June 30 (c) 
30 


June 30 
June 30 (c) 


$2.20 
5.58 
50 
8.52 
14.35 
43 
2.39 
8.23 
2.20 
4.14 
5.42 
9.24 
7.01 
2.53 
.22 
1.26 
.56 


86 
3.69 
2.84 


June 30(be) 18.35 


May 31 (c) 
June 30 (c) 
June 30 (c) 


June 30 (c) 
June 30 (c) 


June 30 (c) 
June 30 (c) 


8.6 
1.5 
D3 


51 
D .23 


6.53 
68 


$2.38 
6.45 
1.59 
8.94 
15.75 
48 
(£) 
10.44 
2.41 
4.59 
8.63 
12.15 
13.29 
8.96 
AS 
1.20 
89 
2.01 
2.90 
2.85 
2.33 
10.64 
1.13 
8.72 


1.88 
2.93 
(f) 
4.62 
4.45 
25.35 


10.57 
1.61 
6.00 


0 
1.36 


7.41 
67 


7% 
9 


(a) On common stock, unless otherwise indicated following name of company; in some 
cases, Federal surtax not deducted. 

(b) Data also available for month indicated. 

(c) Similar report also published for quarter ending same period. 

(d) For the seven months ended July 31st, the company reported a net loss of $1,848,941, 
compared with net income of $2,204,898 for the same period of 1937. 

(e) Excludes Spanish subsidiaries and Postal Tel. & Tel. Co. 

(£) Not reported. 

(g) For twelve months ended June 30th, the parent company earned $9.00 compared with 
rg last year. For the month of July, $134,858 was earned compared with $588,015 
ast year. 

(h) For the twelve months ended July 31st, the parent company earned $2.12 a share on 
common. 
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American Gas Utilities 


On the Upgrade 


HE inherent advantages of gas as a 

form of heating energy are gener- 
ally recognized and appreciated in the 
United States, gas being a practically 
universal fuel in this field. In the field 
of manufacturing utilization, however, 
it is subject to vigorous competition from 
other fuels and sources of energy—vary- 
ing, of course, according to location and 
the relative economy and availability of 
competitive fuels. 

How is gas getting along in its effort 
to expand industrially? American gas 
men don’t usually talk much about this 
competitive aspect in their own country, 
although the competition is pressed none 
the less vigorously on that account. 
Anyhow, political and other pressure on 
all utility industries as a family group 
has resulted in their intrafamily scram- 
ble for the consumers’ dollar being more 
or less confined to action rather than pub- 
lic speech. 

When American gas men get away 
from home, however, and out of earshot 
of the national press, they don’t mind 
admitting to their foreign brothers that 
the United States gas industry is not only 
holding its own against all fuel competi- 
tion but is doing very nicely, thank you. 
Such is the story between the lines of 
two excellent technical papers presented 
at the recent meeting in Vienna, Ger- 
many, of the World Power Conference. 
The papers were prepared, respectively, 
by Nils T. Sellman, of the Consolidated 
Edison Company of New York (“Gas 
for Household Purposes”) and E. D. 
Milener and C. G. Segeler, of the Amer- 
ican Gas Association (“Small Industrial 
and Commercial Gas Utilization”). 

Mr. Sellman’s paper on domestic usage 
presents a thumb-nail sketch of the vast 
extent of gas utilization in this country. 
He states: 
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The gas industry in the United States to- 
day is supplying fuel to approximately 80,- 
000,000 individuals. There are, in all, about 
16,000,000 homes supplied with gas, and of 
this number 9,000,000 are served with manu- 
factured gas and 7,000,000 with natural gas, 
Revenues of the entire gas industry in the 
United States, both manufactured and nat- 
ural, aggregated approximately $532,000,000 
in 1937. The western and southern parts of 
the country are served chiefly with natural 
gas, whereas the eastern seaboard and north 
central portions are served chiefly with man- 
ufactured gas, 

Natural gas is being carried hundreds of 
miles through transmission pipe lines from 
the producing fields to centers of population. 
There is a total of approximately 80,500 
miles (130,000 kilometers) of such transmis- 
sion lines in the United States conveying 
over 12 billion therms of fuel each year. 

Through rural areas and many outlying 
districts of suburban towns where no piped 
gas is available, the liquefied petroleum 
gases, propane and butane, are used in in- 
creasing amount. At the end of 1937, there 
were 400,000 active domestic customers us- 
ing this type of gas service. 

he use of gas in the home of today is 
probably more widespread in America than 
in any other country, a condition that has 
been brought about by extensive educational 
programs extending over many years. From 
1900 on gas fuel had only one major func- 
tion in the United States to supply fuel to 
the domestic gas ranges. The domestic 
cooking load was properly considered the 
backbone of the industry, but within recent 
years this great load has been supplemented 
by the development of three additional serv- 
ices, namely: (1) Gas for refrigeration; (2) 
gas for water heating; (3) gas for house 
heating. 


rR. Sellman went on to sketch in 

detail the success with which the 
gas industry is meeting in promoting 
each of these three types of essential 
load-building services. (The importance 
of household usage is indicated by the 
fact that it accounts for over 65 per cent 
of the output of the manufactured gas 
industry alone.) The most noticeable 
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advance seems to be in the field of gas 
refrigeration where by reason of silent 
operation, durable equipment, and rela- 
tive economy, the gas refrigerator seems 
to be making positive gains on competi- 
tive equipment. 

Thus, since household gas refrigera- 
tors were introduced in 1927, the units 
in operation have increased to a million 
and a half; and, as Mr. Sellman adds, 
“the sale of gas refrigerators is continu- 
ing to increase each year, and the pro- 
portion of gas-operated refrigerators 
sold to the total of all automatic refrig- 
erators sold each year is increasing.” 

In addition to an appraisal of other 
gas appliances, Mr. Sellman’s paper in- 
cluded a description of the increasing 
prevalence of promotional rates, based 
upon a charge per British thermal unit. 
He concluded: 


The future outlook is very satisfactory. 
While there is competition from electricity 
for cooking, and while the market is keenly 
competitive between oil, coal, and gas for 
heating and water heating, gas fuel at pres- 
ent enjoys a distinctly advantageous posi- 
tion. The industry’s aggressive promotional 
policy, an increasing demand for even more 
conveniences in the home, and the industry’s 
desire to improve the quality of its service 
in general, will improve this competitive 
position. 

The joint paper of Messrs. Milener 
and Segeler described the recent advance 
in the practicability of industrial gas 
equipment, including furnaces, ovens, 
kilns, burners, and other apparatus, 
wherein improved insulation and con- 
trols have contributed lower operating 
costs and efficiency. In addition to a sta- 
tistical notation of trends in the use of 
natural and manufactured gas through 
industrial rate promotion, this paper also 
sketched the methods of analyzing mar- 
kets, canvassing factories, and promo- 
tional codperation between the gas util- 
ities, manufacturers, and dealers. 

Upon the specific type of gas for com- 


mercial cooking, the Milener-Segeler 
paper stated: 

Speed in commercial cooking must be em- 
phasized because of American eating habits. 
Gas is used in approximately 250,000 com- 
mercial kitchens in the United States, in- 
cluding hotels, restaurants, cafeterias, insti- 
tutions of all characters, camps, military, 
aviation, and naval posts as well as in a wide 
variety of eating places practically unknown 
elsewhere, such as the soda fountain, lunch- 
eonette, diner, “hot dog” stand, etc. It is 
particularly noteworthy that the most mod- 
ern and recent hotels, hospitals, and other 
institutions which have been erected, select 
gas for their kitchens. Incidentally, when 
natural gas is available, many of the insti- 
tutions use it for the central boiler plant 
as well and, in some cases, for the genera- 
tion of electricity for lighting and power 
services. 


eg future opportunity for the gas 
industry seems to be in the field of 
air conditioning through gas-fired dehu- 
midification control. In this field com- 
petitive processes have already taken a 
long lead. But experiments so far in gas 
processes give promise that, as soon as 
the American market is ready for wide- 
spread acceptance of this service, gas 
will be right there ready to serve. The 
confidence already displayed by the 
American householder and commercial 
plant operator in installing gas appli- 
ances would seem to indicate that the 
American public on the whole has much 
faith in the future of gas and is being 
convinced by rapid technological ad- 
vances in the gas field that modern 
usage and gas utilization are somewhat 
synonymous. 
—M. M. 


Gas For HouseHotp Purposes. Paper pre- 
sented by Nils T. Sellman, World Power 
Conference, Vienna, Germany, August 25 
to September 2, 1938. 


SMALL INDUSTRIAL AND COMMERCIAL Gas 
Urmization. Paper presented by Eugene D. 
Milener and G. George Segeler, World 
Power Conference, Vienna, Germany, Au- 
gust 25 to September 2, 1938. 





“Or the $34.81 average home electric bill for the full year 1937, ap- 
proximately $6, or 17 per cent, it is estimated, went to Federal, state, 


local governments in taxes.” 
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—CHRISTOPHER C. VOGEL, 
Writing in Forbes. 
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Daily Oklahoman 


COMMITTEE ADJOURNED UNTIL AFTER ELECTION 


Will Regulation Put Gas Back to Work for 
Conservation? 


T is unquestionably to the credit of state 
commission regulation that various 
commissions in natural gas-producing 
states have made it their business and a 
matter of vital concern to see that the 
waste of natural gas which has previ- 


ously characterized petroleum exploita- 
tion is curtailed. An article by a mem- 
ber of the Texas Railroad Commission 
in another section of this issue is typical 
of commission thought along this line. 

But it should be said for the engineer- 
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ing profession that they are doing their 
bit in making proration agreements more 
effective in the interest of both conser- 
vation and orderly regulation. Probably 
the most encouraging development along 
this line is the success being experienced 
by some petroleum companies in “re- 
pressuring’ ’ oil wells through the intro- 
duction of natural gas, that might other- 
wise go to waste, into failing oil wells. 

The process of repressuring was de- 
scribed in an interesting fashion by the 
popular writer on engineering matters, 
Robert Littell. It was originally pub- 
lished in The (Baltimore) Sun (Sunday 
edition, August 14, 1938). Evidence of 
its popular appeal can be seen in the 
more recent republication of Mr. Lit- 
tell’s article in The Reader’s Digest for 
September. 

Mr. Littell describes actual operations 
which he witnessed in southern Louisi- 
ana. He saw two pipe lines. One pipe was 
bringing up crude oil and natural gas. 
A few hundred feet away a second pipe 
was putting the natural gas back into the 
earth to be stored for future use and 
to harvest for man countless gallons of 
oil which all of his ingenious tools have 
never before been able to harvest. 


(," men have long realized, of 
course, that when the ordinary oil 
pump goes dry about 75 to 85 per cent 
of the oil is still under the ground and, 
if nothing further is done, it is likely to 
stay there until doom’s day. Repressur- 
ing was originally conceived as a salvag- 
ing operation to reclaim this vast residue 
of crude petroleum left inert in the 
bowels of the earth by the wasteful nat- 
ural gas “blow-off” methods which have 
heretofore been followed. Mr. Littell 
stated on this point: 

Not until forty years after an American 
first struck oil did anyone do anything about 
this situation. In 1903 I. L. Dunn, while 
operating a pool in Ohio, demonstrated that 
production would be increased if gas were 
injected into a well from which the gas 
had already been wasted. The idea spread 
very slowly because there were so many 
gamblers i in the oil business and so few en- 
gineers. Gradually, however, the technique 
of repressuring was developed. More and 
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more fields are being given a new lease on 
life by pumping gas or compressed air back 
into them. Sometimes gas from the same 
field is used, but often the waste has been 
so great that the repressuring gas must be 
piped from elsewhere. The underground 
pressure, slowly rising, begins to squeeze 
oil toward the surface again. 

But repressuring has largely been a job 
of salvaging. Wasn’t it much more sensible, 
in drilling a new field, to keep the gas at 
work as long as possible, to maintain the 
pressure rather than lose it and have to 
bring it back again? 

As if in answer to this rhetorical ques- 
tion, petroleum engineers some years ago 
began to make pressure maintenance an 
integral part of their production from 
the start. Unfortunately, regulation, and 
to some extent management, had lagged 
behind the vision of the engineers. It was 
not the state commissions’ fault. State 
legislatures were slow to pass enabling 
“proration” laws. In some instances (as 
in Texas) these laws had stormy sessions 
through the courts. In the absence of 
effective regulation in the interest of con- 
servation, it was inevitable that the pe- 
troleum and natural gas operations too 
often fell under the managerial control 
of gamblers rather than engineers. 

As Mr. Littell explains, a typical, spec- 
ulative oil field is “one of the most waste- 
ful of all man’s onslaughts on the golden 
goose of nature.” Someone drilling a 
“wildcat” strikes oil; immediately the 
surrounding area becomes a crazy quilt 
of leases and the landscape is cluttered 
up with derricks. Gushers spout and 
sometimes run wild ruining surrounding 
farm land. Uncontrolled wells may catch 
fire and burn for months. Worst of all, 
natural gas, considered a nuisance by the 
get-rich-quick operators, is cheerfully 
allowed to blow into the sky, forever lost 
for its own economic merits as a valuable 
utility field and leaving, as stated before, 
most of the oil deposits buried below the 
surface. 


i Gem proration statutes have passed 
their legal tests and are now becom- 
ing firmly established under the able 
supervision of our state regulatory com- 
missions in gas-producing states. Prora- 
tion, either by voluntary agreement or 
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under regulatory supervision, provides 
the necessary set-up for the success of 
the repressuring technique. Mr. Littell 
stated on this point: 


... this new technique is proving success- 
ful in a number of other oil fields, some con- 
trolled by a single company, some divided 
among several. In the latter case, the com- 
panies involved have codperated to work 
the field as a unit. This in itself is a great 
advance over the old frenzied competition 
(which still persists in many of our oil 
fields). Instead of a profusion of wells 
drilled frantically to get as much oil away 
from the other fellow as he is trying to 
get away from you, the “unitized” fields are 
ruled by order and common sense. The 
various companies agree to restore or main- 
tain the initial pressure by returning gas to 
the earth, and to prorate expenses and 
profits. Self-interest, in such comparatively 
rare cases, works hand in hand with the 
demands of conservation. 


Mr. Littell went on to point out a 
specific instance in Oklahoma near the 
Kansas border. There two pools went 
by the name of Burbank. North Bur- 
bank, the older, was drilled under the 
old methods, which exhausted its inter- 
nal pressure and left all its wells “on the 
pump.” Mr. Littell continued: 


South Burbank was drilled later. For 


some time the old methods prevailed, and 
the gas pressure dropped to half what it 
had been when the field was opened up. 
Then 15 companies combined to operate part 
of South Burbank as a unit. So far, they 
have pumped over ten billion cubic feet of 
gas back into the ground. Result: The de- 
cline in pressure has been retarded, there 
are fewer wells per section (reducing the 
initial investment), the development cost 
per ultimate barrel produced will be about 
— of what it will be in North Bur- 
an 


From the gas industry’s point of view, 
the most valuable feature of this tech- 
nique is that when all available oil is re- 
covered there is still left a vast natural 
reservoir full of valuable gas for domes- 
tic use in distant cities. Here would ap- 
pear to be a development in engineering 
which can save untold quantities of oil 
and gas. Common sense and conserva- 
tion would seem to require prompt ap- 
plication of regulatory standards which 
would make “repressuring” the rule 
rather than the exception. Unfortu- 
nately, as Mr. Littell points out, “for 
every one of these successful experi- 
ments there are probably ten oil pools 
where the old wasteful methods still 
prevail.” 





A Bell Executive Advises on Public Relations 


T is a truism to say that the public re- 

lations policies of the Bell Telephone 
system have been perhaps more gener- 
ally successful than those of any other 
branch of the utility family. Therefore, 
when Arthur W. Page, veteran vice 
president of the American Telephone 
and Telegraph Company in charge of 
public relations, recently prepared a 
paper on the subject, it was only natural 
that it should command attention and 
respect. Mr. Page’s paper, entitled 
“Fundamentals of a Public Relations 
Program for Business,” was presented 
for discussion at the Seventh Interna- 
tional Management Congress, recently 
held in Washington, D. C. 

Mr. Page confined his paper to public 
relations in its broadest sense; namely, 
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a policy or set of policies designed to 
give business a good reputation with the 
public and establish it in the public mind 
as an institution which functions in the 
public interest. The Bell executive em- 
phasized his point that anybody who 
does business with the public is in a pub- 
lic business or subject to regulation by 
the public in a number of ways. Some of 
this public regulation may be in the form 
of statute and some in the form of public 
opinion which may at any time be trans- 
lated into statute. Regulatory statutes 
themselves vary from those governing 
corporations and partnerships to fair 
trade practices and Blue Sky legislation, 
not to mention the detailed regulatory 
supervision exercised over such indus- 
tries as public utilities. 
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It is the task of business, therefore, 
to fit itself to the pattern of public de- 
sires, and that is the art of public rela- 
tions. As a first step, Mr. Page suggests 
that the management of business write 
out a statement of policy. In doing this 
it cannot avoid a serious consideration 
of its responsibilities to the public in its 
chosen field of service, its responsibility 
as a taxpayer and as a trustee of public 
investment, and so forth. There must re- 
f sult a document which the management 
will be proud to sign. 

However, if this does not follow, or if 
the document does not fit the business in 
all particulars, that is a sign that there is 
something wrong with either the busi- 
ness or the policy which must be adjusted 
if the business is going to get on with 
the public. 


A asecond step, Mr. Page suggests the 
setting up of a public relations de- 
partment which would have two general 
objectives: (1) to see that the business 
does not deviate from its policy; (2) to 


see that the policy is adjusted to fit the 
changing desires of the public. This can 
conceivably be done without a special 
department, but the job is more likely to 
be taken care of regularly and thor- 
oughly if somebody is especially as- 
signed to do it. 

And this public relations expert has 
no easy task, since the natural direction 
and pace of both business and the public 
constantly shift. Realizing what the 
public wants is not yet an exact science; 
so it is the public relations expert’s job 
to see that the public viewpoint gets the 
attention it deserves from the rest of 
the management. Mr. Page says: 

However, to do this effectively he will 
have to be a part of the policy-making coun- 
cils of the company, for it is of the essence 
of the daily conduct of affairs. It cannot 
be an isolated function. Even though a com- 
pany has set up a positive program and has 

a realistic philosophy about its relations 

with the public, it must still be prepared to 

meet new aspects of public opinion which 
arise at any minute. It may be questioned by 
one group for having too much debt, and 
another for not having enough; by one 
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group for having too many college grad- 
uates, and another for not having enough; 
at one time in our history the public would 
have censured a company for building ahead 
in a depression, at another for not doing 
so; sometimes there is criticism of lack of 
salesmanship, and sometimes of overselling. 
In other words, the public is a somewhat 
whimsical master. To keep in tune with it 
means eternal vigilance in watching its 
moods. 


Passing from the purely policy side, 
Mr. Page stresses the importance of 
management providing a system for in- 
forming all employees concerning the 
general policies and practices of the com- 
pany, and a system for giving contact 
employees the knowledge they need to be 
reasonable and polite. This system must 
also inculcate in the contact employees 
the incentive of knowing those qualities 
which count in pay and promotion. 


J INALLY, in order that management 
may reap the harvest of these public 
relations preparations, Mr. Page urges 
the necessity for setting up a system for 
getting employee and public questions 
and criticisms back up through the or- 
ganization, so that the management may 
know what the public thinks of the busi- 
ness. This all takes time and money. It 
also takes able managerial discretion to 
decide (in each individual case) the most 
effective way of telling the public 
frankly about the company’s operations. 
Some of this must be done by contact 
employees and some by newspaper, 
magazine, and radio publicity, and oc- 
casional official company statements. 

Mr. Page did not go into the tech- 
niques of advertising and publicity, ex- 
cept to state that their function in public 
relations is to tell the public as much 
as it could be reasonably expected to 
listen to of the policies and practices 
of the company. 

On this very question of publicity, Mr. 
Page sketched an interesting example of 
the changing public viewpoint. Twenty- 
five years ago the complaint against big 
business was that it was secretive. More 
recently some businesses have swung in 
the opposite direction and vigorously bid 
for public attention, thereby incurring 
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the charge of propaganda. There is al- 
ways, of course, the question of propriety 
and wisdom and kind, degree, and meth- 
ods of publicity, and on this the public’s 
verdict is as final as when on any other 
subject. 

Nor should it be overlooked that while 
it is always possible to make a good 
statement on a good set of facts, an 
attempt to justify a poor factual set-up 
may defeat its own purpose. Concerning 
the ultimate possibilities of corporate 
public relations, Mr. Page concluded: 


You hear a great deal of discussion about 
the relations of large corporations with the 
public in which the phrase occurs—“Oh, 
well, they are attacking this corporation and 
that, or this or that utility, for political rea- 
sons.” That is offered very often as an ex- 
cuse. But it is not a valid excuse. 
The actual fact is that big business 
has to meet the political test. The political 
test comes down to this. If the reputation 
of big business is good enough with the 
public, no one representing the public — 
whether in press, politics, or any other ca- 
pacity—will be hostile to it. Because of the 
ordinary human suspicions of size, big busi- 
ness will always be closely scrutinized. It 
will have to be a better citizen than if it 
were smaller. It will have to be good 
enough to have public confidence. Many 
people feel that there isn’t a possibility of 
getting to such a state. But certainly there 
is no reason to believe that good public 
relations are impossible until business, by 
and large, has put the same thought and 
effort on the subject that it has put on re- 
search, production, and selling. 


In short, public relations in this coun- 
try is the art of adapting big business to 
a democracy so that the public has con- 
fidence that it is being well served, 
and at the same time business has free- 
dom to serve it well. As Mr. Page 
puts it, “the less confidence the public 
has in big business, the less freedom the 
public will give big business.” And, of 
course, restriction of the freedom of big 
business is a restriction of its ability to 
serve the public. Convincing the pub- 
lic of this is “public relations.” 

—M. M. 


FUNDAMENTALS OF A PUBLIC RELATIONS PRo- 
GRAM FoR Business. Paper presented by 
Arthur W. Page before Seventh Interna- 
tional Management Congress, Washington, 
D. C., September 20, 1938. 
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Events 


TVA Legality Denied 


Co private utilities, challenging the 
constitutionality of the Tennessee Valley 
Authority Act, told the U. S. Supreme Court 
on September 26th the government’s program 
offered them “the choice between the rock and 
the whirlpool.” The utilities’ brief was filed 
preparatory to oral arguments the week of 
October 17th. 

Describing as “fanciful” the government 
contention that dams on Tennessee river tribu- 
taries are navigation developments, the utili- 
ties asserted “the dams would be obstructions 
to any possible navigation on the tributaries.” 
The firms contended TVA regulation of rates 
would cost them $21,000,000 annually. 

As to the legality of the TVA program, the 
brief said further : 

“There is an inherent lack of power in the 
Federal government to invade the rights re- 
served to the state or to the people or to 
govern the concerns reserved to the states. 
No want of Federal authority can be supplied, 
no violation of Federal constitutional prohibi- 
tion can be cured by consent of the state. Here 
we have not the case of codperation between 
the state and the Federal government, but a 
case of abdication by the state and usurpation 
by the Federal government.” 

The companies asserted their “right to be 
free from illegal competition and the right to 
engage in and carry on the business of supply- 
ing electricity to the public within the states 
free from displacement by the Federal govern- 
ment, and free from Federal interference, 
regulation, or control.” 

Originally, 18 utilities joined in the suit. 
The Tennessee Public Service Company with- 
drew, however, after selling its properties to 
the city of Knoxville, Tenn., and the Georgia 
Power Company was enjoined from partici- 
pating because it is a party to a suit pending 
in Georgia which involves similar issues. 


FPC Rate Studies 


T= Federal Power Commission on 
September 21st began publication of its 
1938 series of consumer electric rate studies 
based on surveys as of January Ist of typical 
bills for residential, commercial, and indus- 
trial electric power service. 

The Mississippi survey showed that resi- 
dential rates in 36.6 per cent of the communi- 
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ties of 250 or more population were reduced 
in 1938, bringing the effective rates of 12.8 
per cent of the utilities serving these areas to 
a lower level at the close of the year. Most 
of the reductions occurred in larger kilowatt 
hour groups, while the bills of smaller con- 
sumers were practically unchanged. 

Delaware likewise recorded reductions in 
rates for 26.8 per cent of its communities, 
with three of the 12 operating utility com- 
panies in the state effecting lower residential 
rate schedules during 1937. Of the Nevada 
communities, 13.9 per cent received the benefit 
of lower residential rates with 5 of the 20 
utilities in the state bringing about the reduc- 
tions. 


Accedes to FPC’s Request 


CCEDING to the commission’s request con- 
tained in a letter dated September 2, 1938, 
and signed by Acting Chairman Clyde L. 
Seavey, The Kansas Pipe Line & Gas Com- 
pany recently filed with the Federal Power 
Commission an application under §7(c) of 
the Natural Gas Act covering a proposed natu- 
ral gas pipe line involving the construction of 
a main pipe line from the Hugoton gas field 
in southwestern Kansas to the Mesaba iron 
range in Minnesota, together with branch and 
lateral pipe lines extending to points in Kan- 
sas, Nebraska, South Dakota, North Dakota, 
and Minnesota. A total of 129 cities, towns, 
and villages in the five states having a com- 
bined population of more than 370,000 are to 
be served through the proposed facilities, and 
the ultimate cost of the project was estimated 
to be $21,470,000. The commission was ad- 
vised that the company’s application for a 
$20,000,000 loan to finance the project was 
pending before the Reconstruction Finance 
Corporation. 

The application was the first that has been 
filed with the commission under §7(c) of 
the newly enacted Natural Gas Act. Section 
7(c) of the act provides, in part, that “no 
natural gas company shall undertake the con- 
struction or extension of any facilities for the 
transportation of natural gas to a market in 
which natural gas is already being served by 
another natural gas company, or acquire or 
operate any such facilities or extensions there- 
of, or engage in transportation by means of 
any new or additional facilities, or sell natural 
gas in any such market, unless and until there 
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shall first have been obtained from the com- 
mission a certificate that the present or future 
public convenience and necessity require or 
will require such new construction or oper- 
ation of any such facilities or extensions 
thereof.” 

The Kansas Company, in its petition and 
application, prayed for an order of the com- 
mission disclaiming jurisdiction with respect 
to the proposed project and dismissing the ap- 
plication or, in the alternative, that the com- 
mission issue a certificate of convenience and 
necessity permitting the company to construct 
and operate the proposed lines. 

The Federal Power Commission subse- 
quently received from the National Bitumi- 
nous Coal Commission and United Mine 
Workers of America petitions to intervene in 
the matter of the application. Under the 
provisions of the Bituminous Coal Act of 1937, 
the coal commission is authorized to “take 
whatever action it deems necessary and proper 
to promote the use of coal.” 


FPC Expects Sharp Power Use 
Increase 


RAPIDLY expanding market for electric 

power in chemical, metallurgical, and 
allied industries was forecast last month by 
the Federal Power Commission in a special 
demand survey which estimated that these in- 
dustries might increase energy requirements 
by 334 per cent in the next five years. 

At the same time, the commission predicted 
that domestic consumption of copper “should 
approach” 2,000,000 tons annually “in a period 
of perhaps five years,” an increase of about 
one-third over the 1929 peak of 1,503,824 tons. 

Electrochemical and_ electrometallurgical 
plants already consume more than one-tenth 
of the power generated for public use in the 
United States, the survey stated. Past require- 
ments were placed at 13,324,000,000 kilowatt 
hours annually. Basing its prediction on pres- 
ent trends, the commission estimated that the 
power requirements of these operations would 
reach 17,781,000,000 kilowatt hours per year 
within the next five years. 

Furthermore, the commission’s report held 
that the future development of electroprocess 
equipment as a tool in other industries may 


bring increases in energy requirements a; 
great as the corresponding increases in the 
electroprocess industries themselves. 

The products of the industries covered by 
the study included aluminum, copper, zinc 
(electrolytic), magnesium, chlorine and caus. 
tic soda (electrolytic), electric furnace iron, 
electric furnace ferro-alloys, heat treating 
artificial abrasives, calcium carbide, carbon 
and graphitized products, nitrogen and potash, 

The commission took the position that the 
availability of low cost power from Boulder 
dam and the Tennessee valley development 
opens up these regions for metal production by 
electric processes. 


TVA Power Widely Usable 


T 


plan whereby the TVA can supply almost any 
city in the eastern part of the United States 
with electrical power in event of a national 
emergency, it was learned recently. 
Although TVA engineers said it was not 
economically practicable to transmit electrical 
energy much more than 300 miles, they said 
through a series of physical intercommuni- 
cations such a practice would be possible. The 
engineers said, for example, if a city of 1,000- 
000 inhabitants should find its power plant de- 
stroyed or out of commission, it would be 
possible to serve that city indirectly with TVA 
power, although perhaps to a limited degree. 
Forrest Allen, assistant to TVA Power Di- 
rector David E. Lilienthal, explained in part: 
“At present, the distance to which electric 
power may be economically transmitted is 
limited. The transmission line between Boul- 
der dam and Los Angeles is somewhat less 
than 300 miles long and may be taken as some- 
where near the practical limits of transmission. 
Thus it would hardly be feasible for TVA to 
serve directly most of the cities. ... 
“However, electric power is highly flexible, 
and given the necessary physical intercon- 
nections it may be shifted over considerable 
areas at need. I think this may be illustrated 
by the relations between the TVA and the 
Arkansas Power and Light Company which, 
as you know, is purchasing energy from the 
authority. The two systems are interconnected 
at Memphis.” 


Alabama 


Hand-set Charge Eliminated 


TS monthly surcharge of 15 cents on 
hand-set, or cradle-type, telephones in 
Alabama will be eliminated with next April 
billing, it was announced recently by the state 


public service commission. Agreement to 
eliminate the extra fee on hand-set phones 
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was reached by commission members and off_i- 
cials of the Southern Bell Telephone Company 
following conferences at Montgomery. 
Members of the state commission explained 
the agreement was made effective next April 
to give the company time to make the change- 
over and make preparation for the heavy de- 
mand for new equipment that is expected im- 
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mediately after elimination of the fee. The 
date fixed will give the company six months to 
make such preparations. 

Under agreement, telephone subscribers hav- 


ing or desiring hand sets will continue to pay 
the surcharge through April billing. Under 
the previous arrangement, users paid 15 cents 
surcharge for twenty-four months. 


Connecticut 


Power Plank Praised 


rene the Connecticut Democratic plat- 
form plank urging electric facilities for 
every farm at reasonable rates, John M. Car- 
mody, head of the Rural Electrification Ad- 
ministration, last month charged that Connecti- 
cut laws create a monopoly for the power com- 
panies and that “a group of farmers appar- 
ently can’t get in with a can opener.” 

REA offic.als were said to have long been 
irked because Connecticut law governing 
franchises along highways apparently bars the 
electrification program from the state. Mr. 
Carmody was reported obviously pleased when 
shown the Democratic plank advocating 
reasonable electricity for all farmers. He sug- 
gested this objective could be achieved by a 
change in state statutes. 

As the result of a complete survey of the 
rural electrification problem of the state, 


started several months ago by the state public 
utilities commission, figures recently published 
indicated that Connecticut utility companies, 
by building 1,214 miles of rural extensions, 
could reach every potential customer in the 
state, down to a population density of three 
buildings to the mile. Now serving 472,000 
customers, the 13 companies which have rural 
territory have 6,168 more potential customers 
they can reach within this limit. 

In the past six years, 1,207 miles of rural 
extensions have been built and 6,723 new 
customers attached. To provide electricity for 
all potential customers in 3-to-the-mile 
territory would require approximately as 
much line building as has been done since 1931. 

At the same time the commission announced 
that the Connecticut Light & Power Company 
would put into effect a new and lower rural 
extension rate for 3-to-the-mile customers on 
October ist. 


Illinois 


Gas Rate Reduction Sought 


Tz Federal Power Commission on 
September 24th announced receipt of a 
petition by the Illinois Commerce Commission 
asking that the Federal Power Commission 
immediately enter an order directing the 
Natural Gas Pipeline Company of America 
and the Texoma Natural Gas Company to 
appear and show cause why the rates charged 
the Chicago District Pipeline Company and 
other utilities in Illinois should not be reduced. 
The petition also asked that the commission 
enter an order setting fair, reasonable, and 
just rates for gas sold to the Chicago company 
and other Illinois utilities by the Natural Gas 
Pipeline Company. 

The petition set forth that the Texoma 
company gathers natural gas in Texas and 
transports it to Gray, Oklahoma, from which 
point it is transported through lines of the 
Natural Gas Pipeline Company to the mains 


of the Chicago District Company located near 
Joliet, Illinois. More than 92 per cent of the 
total gas sold by the Natural Gas Pipeline 
Company is sold in the state of Illinois, the 
petition alleged, and substantially 90 per cent 
of the total gas sold by Natural Gas Pipeline 
is sold to the Chicago District Company, 
which in turn sells the gas to the Peoples Gas 
Light and Coke Company, the Public Service 
Company of Northern Illinois, and the 
Western United Gas and Electric Company at 
rates based substantially upon the price paid 
by Chicago District to Natural Gas Pipeline. 
The petition stated that the Peoples, Public 
Service, and Western United companies have 
severally obligated themselves, in the event of 
default by Chicago District, to pay to Natural 
Gas Pipeline, during the term of the principal 
contract under which Chicago District buys 
gas from Natural Gas Pipeline, their respec- 
tive proportions, as fixed in the contract, of 
Chicago District’s obligation to Natural Gas. 


Kentucky 


Lower TVA Rates Sought 


Te Tennessee Valley Authority board of 
directors was expected to act “in the near 
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future” on a petition by Middlesboro for a 
downward revision of power rates, Edward J. 
Muir, chief of contracts for TVA, said re- 
cently. 
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Middlesboro officials conferred with Muir 
and other TVA officials over the contract 
which, reports the Knoxville Journal, called 
for TVA to supply the city with power at a 
flat rate of $15,000 for the first year, $40,000 
the second, and $60,000 for the third year and 
thereafter. The contract was signed with the 
expectation that Middlesboro would be able 
to sell some of the power to consumers within 
a short distance of the city. 

However, the Kentucky Utilities Company 


filed suit and was granted a temporary injunc- 
tion in state appellate court to prevent Mid- 
dlesboro from selling power outside the corpo- 
rate limits of the city. Because of this, Mid- 
dlesboro officials contended in their request to 
TVA for lower rates that the city would not 
be able to realize as much income as it ex- 
pected. 

Middlesboro asked that the rate be placed 
at $15,000 for the first year, $25,000 for the 
second, and $40,000 for the third. 


¥ 


Minnesota 


Phone Charge Pared 


HE Minnesota Railroad and Warehouse 
Commission on September 21st ordered 
that an extra charge of 15 cents per month for 
French or hand-set telephones now made by 
the Northwestern Bell Telephone Company, 
and the Tri-State Telephone & Telegraph 
Company, in the state be abolished after 
December 31, 1939. At present the extra 
charge is made for twenty-four months after 
a hand-set phone is installed. 
In addition the commission ruled that from 


June 1, 1939, to December 31, 1939, a minimum 
charge of $1 shall be made in lieu of the 
monthly charge of 15 cents. 

The state supreme court on the same day 
opened a 2-day hearing on an appeal of the 
Tri-State Telephone & Telegraph Company to 
set aside a Ramsey district court order up- 
holding a general reduction of its rates. The 
company contended that a state commission 
order of March 31, 1936, reducing rates ap- 
proximately 16 per cent amounted to con- 
fiscation of property on the basis of the com- 
pany’s investment. 


Nebraska 


Municipal Ownership 
Recommended 


Ayor Dent of North Platte recommended 
M to the city council recently the purchase 
or construction of a municipal electric dis- 
tribution and, “if necessary,” a generating 
plant. He suggested the city ask the Platte 
Valley Public Power and Irrigation District 
to set its rate for sale of electrical energy to 
the city. 

The mayor’s action preceded the council’s 
decision in executive session to accept a re- 
port by Robert Fulton, Lincoln engineer, on 
the value of North Platte properties of the 
Northwestern Public Service Company. The 


New 


Appeal Granted Utilities 


| Pyrenees Judge John W. Clancy recently 
granted to 5 utility companies the right to 
appeal to the U. S. Circuit Court of Appeals 
from a Federal court order dismissing their 
suit to restrain the enforcement of an order 
issued on June 14, 1932, by the state public 
service commission. 
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report was not made public after Fulton de- 
clared a law suit between the city and utility 
would result if the city followed his recom- 
mendations and he requested the city retain 
its “ammunition” for such a suit. 

Mayor Dent said he was opposed to using 
the city “for ironing out of difficulties” be- 
tween private utilities and Nebraska hydro- 
electric districts and recommended the city 
apply for PWA funds for a generating plant 
and distribution system. The mayor also 
recommended the district be notified it could 
not plan on the Northwestern Public Service 
franchise, which expires in April, 1939, if the 
district acquires the utility. Dent emphasized 
he neither approved nor disapproved utility 
purchases by the district. 


York 


The order prohibited certain practices, in- 
cluding payment of managing corporations 
and the use of a working fund for system ex- 
penses, and existing contracts for engineering, 
purchasing, auditing, advertising, and other 
consolidated services. The plaintiffs were 
Long Island Water Corporation, Patchogue 
Electric Light Company, Owego Gas Corpo- 
ration, Staten Island Edison Corporation, and 


534 





THE MARCH OF EVENTS 


the New York State Electric & Gas Corpo- 
ration. 


Private Lines Favored 


TATE Comptroller Morris S. Tremaine re- 
© cently urged the state manufacture of 
power for private distribution as “the most 
practical way of getting a reduced cost to the 
consumer.” Mr. Tremaine also expressed the 
opinion that “the profit motive develops busi- 
ness much more rapidly than the rather cum- 
bersome method often adopted by public 
entities” and added: 

“It probably is wise for the state to own 
and control its water power, but the state 
should not, by Constitution, prohibit the leas- 
ing of its facilities if such leasing should prove 
to be the most practical way of developing 
water power for the best interest of the people 
as a whole.” 

Mr. Tremaine’s views were expressed in a 
speech prepared for delivery before the Em- 
pire State Gas and Electric Association and 
came with the approach of a state election 
campaign in which future water-power de- 
velopment is expected to be a major issue. 

The issue was magnified by the defeat at 
the recent state Constitutional Convention of a 
Democratic proposal, advocated by Governor 
Lehman, former Governor Alfred E. Smith, 
and other prominent Democrats, which would 
have guaranteed state ownership and control 


of Niagara and St. Lawrence river water- 
power resources. The measure was defeated 
after an amendment was inserted to permit 
leasing of power sites to private companies 
for periods up to twenty years. 

Mr. Tremaine paid tribute to the private 
companies for their pioneering development 
of water power, particularly the Niagara Falls 
Power Company which, he said, “set a pace 
for the rest of the country.” He pointed out 
that “it now seems to be the established policy 
of the state to own its water-power rights 
forever, in the belief that the people have an 
inherent right, and that this right should never 
be sold.” 

Mr. Tremaine said the power of the St. 
Lawrence “could be developed by the state, 
using its credit because of the extremely low 
rate at which it can borrow money, compared 
to the high rate that commercial entities 
would have to pay. But if this power should 
be developed, it seems to me the government 
should go no farther than to build the initial 
plants and lease the power to distributors with 
proper safeguards, as the cheapest and most 
practical way of getting a reduced cost to the 
consumer.” He continued: 

“It is my belief that the distribution of this 
power by the state itself would be far more 
expensive than if done under state regulation 
by those companies that are equipped not only 
to handle the power, but which already own 
the house-to-house connections.” 


Ohio 


Rail Request Revised 


We a dissenting vote the Cleveland 
city council on September 19th adopted 
a new resolution authorizing Mayor Harold 
H. Burton to apply to the Public Works Ad- 
ministration for a $2,250,000 grant and $2,- 
750,000 loan to set up a $5,000,000 municipal 
transportation system in Cleveland. 

The resolution took the place of one pre- 
viously adopted which authorized asking for 
a $5,000,000 grant. The new resolution, drawn 
by the law department under instructions from 
the mayor, brought the application into line 
with technicalities discovered by Traction 
Commissioner Edward J. Schweid and Fed- 


eral Relations Commissioner Frank E. Bubna 
at a recent conference in Washington with 
PWA officials. 

Law Director Alfred Clum also on Septem- 
ber 19th ruled that another proposed munic- 
ipal transportation ordinance, which would 
authorize Schweid to rent a fleet of 500 busses 
and put them in operation, was illegal because, 
under the city charter, public utilities must be 
operated by the utilities director‘and under the 
Tayler franchise Schweid is paid by the 
Cleveland Railway Company for helping ad- 
minister that franchise and cannot operate a 
municipal transportation line on the side. The 
legislation was sent back to the law depart- 
ment for redrafting. 


Oregon 


power, were passed on September 13th at a 
special meeting of the city council. 

The six members of the council tied in vot- 
ing on the proposals, and the deciding ballot 
was cast by Mayor J. H. Garrett. A similar 
vote was recorded on a third resolution which 


Seeks Bonneville Power 


OMPANION resolutions, one providing for 
purchase by the city of the Portland Gen- 
eral Electric Company’s Hillsboro system and 
the other an application for Bonneville dam 
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will put on the November ballot a proposed 
charter amendment requiring that voters 
ratify city franchises for water and light utili- 
ties. Both utilities are operating without 
franchises, earlier contracts with the city hav- 
ing expired, according to E. M. Bowman, re- 
corder. 

J. D. Ross, Bonneville administrator, was 
to be requested to appraise the Portland Gen- 
eral Electric’s property, according to the 
terms of the resolution seeking purchase by 
the city. 


District Vote Set 


OVEMBER 8th has been fixed as the date 
for an election on formation of the pro- 
posed northern Wasco county peoples utility 
district, C. E. Stricklin, secretary of the state 
hydroelectric commission, announced recently. 
Application for the election was received 
from the Pomona grange of Wasco county on 
September 16th. The district would comprise 
444 square miles and include the municipalities 
of The Dalles, Dufur, and Mosier. 


Pennsylvania 


Utility Law Tightened 


HE state legislature tightened state regu- 
lation of public utilities on September 20th 
with enactment of a lengthy amendment to the 
1937 law. Without dissent or debate, the sen- 
ate sent to Governor Earle a bill giving the 
public utility commission the powers to: 
Regulate and control mergers of all utility 
companies involving book value of more than 


$50,000 ; control issue of utility securities and 
contracts between associated companies; con- 
firm the state’s authority to assess utilities for 
the costs of the regulation. 

Each of the major amendments in the new 
utility act would supplant sections either de- 
clared unconstitutional by the state superior or 
supreme courts, or whose valid'ty has been 
questioncd inferentially in appellate court de- 
cisions. 


Tennessee 


Offer Vetoed 


— Memphis Power and Light Company, 
a subsidiary of the National Power and 
Light Company, on September 24th rejected 
an offer of $13,000,000 from the city of Mem- 
phis for its electrical properties with a broad 
intimation that negotiations would be ended 
unless the city increased its price. 

A difference of $3,401,418 existed between 
the city’s bid of $13,000,000 and the power com- 
pany’s offer on September 23rd to sell for 
$16,401,418, according to city officials. The dif- 
ference was $4,401,418, according to power 
company executives. 


The city gave the utility until November 
15th to accept its price. Major Thomas H. 
Allen said the municipality would not delay 
construction of its system during negotiations, 

The utility’s offer to sell for $16,401,418 in- 
cluded all its electrical properties except a 
transmission line to Mississippi and one to 
Arkansas. The city’s offer of $13,000,000 in- 
cluded these lines. 

In addition, the city’s offer included more 
than $1,000,000 of physical property which the 
power company claimed was owned and shared 
jointly by the gas company. The company re- 
fused to include this $1,000,000 of property in 
what it is offering to sell. 


Texas 


Buchanan Scored and Approved 


HE state senate committee’s investigation 
of the Colorado river flood veered last 
month into a perusal of the Colorado River 
Authority power sales policy, over sharp ob- 
jections of attorneys, while the Board of 
Water Engineers filed a voluminous report up- 
holding in some respects and criticizing in 
others the operation of Buchanan dam during 
the July flood. 
Although state water engineers were ready 
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to testify on their awaited report, the com- 
mittee spent some time questioning C. R. Mc- 
Donough, general manager of the Lower 
Colorado River Authority, on power policies. 
What effect power generation will have on 
flood control features was developed by Dan 
Moody, attorney for lower county residents 
who initially obtained the investigation to as- 
certain the cause of the flood and the effect 
Buchanan dam had on it. 

Persistent demands that the committee turn 
its flood inquiry into an investigation of 
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charges of power company opposition in 
municipal elections punctuated the lengthy in- 
terrogation of Mr. McDonough. 

Charges that power companies serving the 
area in which the LCRA would sell power if 
the municipalities vote to install their own 
local systems had violated three civil statutes 
in election campaigning were made by Everett 
Looney, attorney representing a group of 
Travis county citizens, including city and 
county officials. Looney demanded that the 
committee subpoena John W. Carpenter, presi- 
dent of the Texas Power & Light Company ; 
several other company officers; and a number 
a) wd officials where elections were to be 
held. 

Chairman T. J. Holbrook said the committee 
had no funds with which to subpoena witnesses 
and Looney agreed to pay the expenses of 
Carpenter and Vice Presidents E. T. Keck 
and W. W. Lynch. 

Temporary injunctions restraining the 
Texas Power & Light Company and the Cen- 
tral Power & Light Company from campaign- 


ing against municipal ownership in 12 forth- 
coming city elections were obtained September 
22nd by Attorney General William McCraw. 
District Judge Raymond Gray of San Saba 
granted the restraining orders in suits filed by 
McCraw, which also sought forfeiture of 
charters for alleged violation of articles 1349 
to 1351 of the civil code. 

Twenty-eight conclusions were drawn by the 
water engineers in a summary of their lengthy 
report, accompanied by extensive charts and 
graphs, which was tendered by Chairman C. S. 
Clark. All members of the board signed it. 

The board found that the flood which dev- 
astated thousands of acres of lowland crops 
was not man-made but was the result of the 
largest flood on record occurring above 
Buchanan dam, both as to peak flow and dura- 
tion. Rains were so intense and the resulting 
flood so close to Buchanan dam, the board 
found, that sufficient time was not had to ma- 
terially lower the lake level. 

The senate committee ended its hearings on 
September 23rd. 


Utah 


Power Rates Reduced 


HE state public service commission on Sep- 

tember 14th ordered reductions in rates 
charged by the Telluride Power Company 
which will save customers in Beaver, Gar- 
field, Piute, Sevier, Sanpete, and Millard coun- 
ties more than $16,000 yearly. 

The new rates, applicable to residential, 
commercial, and church power, became effec- 
tive at once. The reductions were comparable 
with those ordered by the state commission 
during the last year in the rates charged by 
the Utah Power and Light Company and the 
Southern Utah Power Company. 

The commission also ordered the Telluride 


Power Company to extend to fifteen days the 
period in which bills can be paid without 
penalty, and reduce the penalty from 10 to 5 
per cent. This will save the customers in the 
company’s territory an additional $2,150 mak- 
ing total annual savings of $18,260. 

The state commission explained that the 
present reductions are “in no sense final,” as 
further adjustments may be made after the 
completion of an inventory and reclassification 
of accounts. However, as a result of an in- 
formal investigation by commission engineers 
and accountants, who spent several months 
checking books and records of the company, it 
was decided the reductions just made would be 
justified. 


Virginia 


Agrees to Rate Cuts 


TS state corporation commission on Sep- 
tember 19th announced that the Virginia 
Public Service Company which serves a large 
portion of Virginia with electric current had 
agreed to reductions in electric rates that will 
ultimately amount to more than $350,000 an- 
nually, 

The reduction followed on the heels of the 
recent settlement of a suit brought against 
the company by the state in connection with its 
holding company affiliations and equipment ex- 
tension and replacement program. At that time 
the company agreed to inaugurate a building 
program to cost $3,000,000, and to forego com- 
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mon stock dividends until December 31, 1940. 

In the announcement of the forthcoming 
rate reductions which will average about 15 
per cent on or before October 1, 1939, the 
commission said that approximately $270,000 
of the savings would apply to residential cus- 
tomers and about $80,000 to commercial cus- 
tomers. 

These reductions, which are the result of 
negotiations with officials of the company, will 
be accomplished in two steps. The first reduc- 
tion will take effect January 1, 1939, and will 
amount to more than $200,000 per year; and 
the second, to take effect not later than October 
1, 1939, will amount to more than $150,000 a 
year. 
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The Latest 
Utility Rulings 


Consistency between Accrued Depreciation and 
Annual Expense Allowance 


HE Georgia commission held that 

the same basis must be used for an- 
nual depreciation expense as is used for 
determining existing accrued deprecia- 
tion of telephone property. It was said 
that if the same basis is used a great deal 
of controversy over the proper deprecia- 
tion rate is removed, since if the rate of 
accrual is claimed to be high, there will 
be a higher operating expense leaving a 
lower net revenue, but at the same time 
the accrued depreciation of the fixed cap- 
ital should likewise be higher than if the 
accruing depreciation were not so large. 
If, on the other hand, the annual accrual 
is not so large, a higher net revenue will 
be left after depreciation charges, but the 
accrued depreciation should be smaller. 
The effect of this would yield approxi- 
mately the same return on the depreciated 


value of the property, even with some 
variation in the depreciation rate so long 
as it is reasonably close to the correct 
amount. The commission, in support of 
its theory of consistency, made this 
statement: 


This is equitable since the annual charge 
which the company should deduct from rey- 
enue to cover the depreciation, or the loss in 
service value of their fixed capital in render- 
ing the service to their subscribers, repre- 
sents the depreciation accruing in the plant 
and equipment whether it be physical or 
functional, visible or invisible. Having pro- 
vided for this loss in service value through 
a proper allowance in operating expenses for 
depreciation, the company is repaid for this 
loss and it then becomes the accrued depre- 
ciation in the plant and equipment. 


Mayor & City Council of Monroe »v. 
Georgia Continental Telephone Co. (File 
No. 16970-1, Docket No. 4393-A). 


e 


Ordinance Reducing Franchise Rates Upheld 
As Not Confiscatory 


P Be circuit court of appeals, fifth 
circuit, sustained the decree of the 
Federal district court dismissing an in- 
junction suit by the Florida Power & 
Light Company against the city of Miami 
to enjoin the enforcement of an ordinance 
reducing net income of the company 
about $700,000 annually. The ordinance 
was attacked on the ground that it vio- 
lated the terms of a franchise contract 
and that it confiscated the company’s 
property. 

The franchise under which the com- 
pany operated established rates for a 5- 
year period, stipulated the minimum re- 
turn and rate base to be used after that 
period, and provided that the utility from 
time to time should adjust its rates “sub- 
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ject to the lawful regulatory authority of 
the city or state commission having juris- 
diction.” 

The court held that the city commis- 
sion vested with the authority of the state 
to regulate rates, there being no state 
regulatory commission, had authority to 
regulate the rates and service as an exer- 
cise of the state police powers, and it 
did not perform a proprietary or admin- 
istrative municipal function in doing so. 
Exercise of such power of regulation, it 
was held, in no wise impaired the fran- 
chise contract. 

Provisions in the franchise agreement 
relating to the rate base and the rate of 
return were held not to be controlling al- 
though they might be given some weight. 
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The court said further concerning the 
rate base: 


It would be unreasonable to take as the 
sole standard of present value cost without 
depreciation, as the franchise provides, now 
that the life of some of the equipment must 
be half exhausted. The master and judge 
did not err in giving controlling weight to 
reproduction cost, less depreciation, of what 
is used and useful in supplying Miami with 
electricity, using historical cost, so far as it 
appears, for purposes of corroboration or 
correction. And a return of 7 per cent may 
be considered reasonable for an established 
business in a large city, though 10 per cent 
was considered reasonable in the earlier 
stages and in the midst of the Florida boom 
when locally profits were exceedingly high. 


The utility company contended that 
since it used the local generating plant 
in Miami only for stand-by purposes, all 
its property should be valued and an allo- 
cation made of a fair part of the value 
according to the current used at Miami. 


e 


Change to Common Battery Equipment Not 
Warranted at Unprofitable Exchange 


HE Georgia commission held that it 

would not be justified in ordering a 
telephone company to make the necessary 
expenditure of money for a conversion 
of magneto telephone equipment to cen- 
tral energy or common battery type of 
equipment without increasing rates at an 
exchange where rates did not afford a 
return upon the capital invested to ren- 
der the present service. The commission 
also said that until the exchange busi- 
ness had reached a point where magneto 
service ceased to be reasonable it was 
doubtful as to whether or not the com- 
mission could encroach upon the province 
of management and direct the improved 
type of equipment to be installed. 

The point was raised by petitioners for 
the conversion of equipment that a suffi- 
cient depreciation reserve had been accu- 
mulated to retire the fixed capital in- 
vested in magneto equipment, and that 
since this reserve probably equalled or 
exceeded the value of such equipment, 
the conversion should be made with no 
change in rates for exchange service. The 
commission, however, pointed out that it 
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The city, however, opposed this on the 
ground that the general interconnecting 
power system of the company was not 
necessary or useful to Miami, but an un- 
economical arrangement by the use of 
which it was sought to put upon users in 
Miami the support of the service to other 
communities. The court upheld the the- 
ory that the rate base in Miami should in- 
clude only the value of the local gener- 
ating plant together with the cost of an 
additional unit necessary to furnish ade- 
quate service there. It was said that the 
transmission system was optimistically 
overbuilt, that the unit cost of electricity 
delivered from it was much greater than 
if generated at Miami, and that the com- 
pany could not unnecessarily substitute 
this system for the local generating plant 
and expect to charge more because of 
the change. Florida Power & Light Co. 
v. City of Miami et al. 98 F. (2d) 180. 


could not be correctly assumed that the 
amount of this reserve was approxi- 
mately equal to the annual depreciation 
rate applicable and applied to the units 
of property in service over the period of 
years it had been accumulating, because 
substantial charges were made to the re- 
serve as retirements of fixed capital took 
place over the years in question. The 
commission found that earnings were in- 
sufficient to provide a reasonable return 
at the exchange. The commission con- 
tinued : 

Even assuming that the reserve accumu- 
lated out of revenue from this exchange is 
excessive it is necessary to give considera- 
tion to the record of earnings at the ex- 
change before the reserve can be said to be 
excessive. Only when adequate earnings in 
the form of a fair return to the company on 
its investment have been realized can the de- 
preciation accruals be considered as being ap- 
plicable to the fixed capital of the company. 
This is fundamental since if an inadequate 
return on the investment is produced some 
part of the depreciation reserve set aside 
represents the return on invested capital to 
which the company is justly due. 


Even though the aggregate reserve of 
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the telephone company for its properties 
throughout the state might be excessive, 
this did not mean that the reserve could 
be fairly applied to the exchange in ques- 
tion, since it had been set aside from 
revenues provided by subscribers at other 
exchanges over and above the cost of 
serving them and with a return on the 


REVISED plan for reorganization of 
the Philadelphia Rapid Transit 
Company was disapproved by the Penn- 
sylvania commission on the ground that 
the securities to be issued did not bear a 
proper relationship to the original cost 
of the property to be capitalized, that the 
securities could not be supported by the 
probable income, that the distribution of 
securities of the proposed company was 
unsatisfactory and unfair, and that the 
distribution of the available income 
among the securities was inequitable, 
particularly in the concentration of 
claims on income which was to be placed 
in the securities to be distributed to un- 
derlying companies, to the detriment of 
employee stockholders and other stock- 
holders. The commission said: 

It is clearly in the public interest that the 
total amount of securities of a monopolistic 
public utility should bear a close relation- 
ship to the cost of the property of the utility. 
It is also quite obvious that the debt service 
requirements should be well within the earn- 
ing power of the property at reasonable rates. 
Over these two points the public utility com- 
mission unquestionably has jurisdiction un- 
der the Public Utility Law. 

The primary purpose of regulation under 
Public Utility Law is to obtain for the public 
adequate service at reasonable rates with a 
fair return on used and useful property. If 
debt service consumes more than a reason- 
ably safe proportion of return, financial 
difficulties may ensue and the ability of the 
utility to perform its primary duty will be 
impaired to the detriment of the public. 


The use of reproduction cost new 
estimates, depreciated or undepreciated, 
it was said, would lead to absurd and 
dangerous results if used for the issuance 
of securities. The commission did not 
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investment. It was said to be evident that 
the subscribers at this exchange did not 
pay in revenue to the company a sufficient 
amount over the period to provide an ex- 
cessive reserve over and above a fair rate 
of return. Re Southern Bell Telephone 
& Telegraph Co. (File No. 16375-4, 


Docket Nos. 3098-A, 4073-A). 
7 


Plan of Transit Reorganization Disapproved 
By Pennsylvania Commission 


believe that for purposes of capitaliza- 
tion appraised values of land should be 
given great weight, since appraised values 
fluctuate from time to time and this in- 
stability would not be a reliable basis for 
the issuance of securities which would 
not have the compensating advantage of 
increasing or decreasing in amount 
corresponding to the fluctuation in ap- 
praised values. The investor, in the opin- 
ion of the commission, would be better 
protected in his investment by the preser- 
vation of a definite relationship between 
the original cost of the property and the 
amount of securities issued against this 
original cost. 

The commission discussed at length 
matters relating to accrued depreciation, 
overheads, paving costs, financing costs, 
and the cost of bridges and crossings. The 
commission concluded that bridges not 
owned by the company should not be in- 
cluded, although costs had been incurred 
in connection with them. It was said that 
the company could not sell these bridges 
or borrow money on them or issue secu- 
rities against them. 

The fiction of giving a $20 stated value 
to common stock of the proposed com- 
pany, it was pointed out, could not give 
real value to nonexistent equities. Con- 
cerning no par value stock, it was said: 


It is a matter of common knowledge that 
par or stated values of common stock do not 
fix the actual investment of a holder in a 
company whose stock he holds. A common 
stockholder has a pro rata share in a resid- 
ual equity of the corporation after all other 
claims have been covered and his pro rata 
share fluctuates with the fortunes of the cor- 
poration. For applicant and the reorganiza- 
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tion managers to say they are saving the 
investment of the PRT stockholders by plac- 
ing a stated value of $20 on the non-par 
stock is ridiculous. The fact remains that 
the stated value of the non-par stock is a 
nominal figure which could readily be ad- 


justed to adapt the issue of stock to the 
exigencies of the value allowed for capitali- 
zation. 
Re Philadelphia Rapid Transit Co. (Ap- 
plication Docket No. 33559). 


©) 
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Propriety of Charges against Utility for 


Commission 


BJECTIONS by the Pennsylvania Edi- 
O son Company against a special 
assessment under §1201(b) of the 
Pennsylvania Public Utility Law for sal- 
aries and traveling expenses of commis- 
sion employees in connection with the 
commission’s investigation of the utility 
were overruled by the commission. The 
first objection was to the interpretation 
of the words “traveling expenses.” The 
objector insisted that these words re- 
ferred only to transportation, but the 
commission held that they included not 
only transportation but also subsistence. 
The commission, after discussing its rea- 
sons for this ruling, said further: 

... it is suggested that if the contention of the 
utilities is correct, and only transportation 
costs are chargeable, the commission could 
very well insist that its employees return to 
headquarters from the field each day. 


An objection to a charge for a full day 
where an employee worked only six 
hours was overruled, and the commis- 
sion upheld its rule that a charge of some 
sort should be made whenever any one 
employee of the commission was engaged 
for seven hours in one day. The com- 
mission said that, in holding that engage- 
ment of an employee in work for less 


_ than seven hours but over three and one- 


half hours should justify a day’s charge, 
it had taken into consideration the fact 
that in virtually every instance in which 
an employee spends less than seven hours 


Investigation 


on the job he spends a part of the day 
traveling, because such partial days oc- 
cur at the beginning or at the end of the 
job. Moreover, if traveling time were 
charged for in special investigations, 
much more bookkeeping by the commis- 
sion and timekeeping by the employee 
would be necessary, thereby reducing the 
hours spent in useful regulatory work, 
and if such time records were kept many 
arbitrary charges would occur. It was 
assumed from past experience that when 
an employee spent less than seven hours 
on a job he spent the balance of time 
traveling, and that the whole could be 
charged to the utility. The difference in 
dollars and cents was said to be small, and 
it was concluded that the charge was 
neither unreasonable or inequitable, nor 
did it deprive the utility of property with- 
out due process of law. 

The commission interpreted the statute 
to give it authority to make charges 
against the utility company for investi- 
gation of an affiliated utility from which 
it purchased current. The statute was 
also interpreted as giving the commission 
authority to make assessments when in- 
vestigations were commenced upon mo- 
tion of the commission rather than upon 
complaint, notwithstanding an apparent 
lack of such authority because of what 
the commission deemed to be improper 
punctuation in the statute. Re Pennsyl- 
vania Edison Co. (File 011.1). 


7 


Other Important Rulings 


HE Arizona Supreme Court held 
_& that the commission had no author- 
ity to grant a certificate of convenience 


and necessity for motor carrier operation 
over a route served by an existing carrier 
whose service was found to be unsatis- 
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factory without first giving the existing 
carrier an opportunity to improve its 
service or to refuse to do so. Arizona 
Corporation Commission et al. v. Hop- 
kins et al. 79 P. (2d) 946. 


The California Supreme Court held 
that findings of the commission, made in 
the exercise of its constitutional and 
statutory authority in deciding that pub- 
lic convenience and necessity required 
the establishment of co6rdinated rail and 
stage passenger service, were not subject 
to judicial review. Pacific Greyhound 
Lines v. Railroad Commission of Cali- 
fornia, 80 P. (2d) 971. 


The California commission held that 
when a carrier voluntarily reduces a rate 
it does not necessarily follow that repara- 
tion is proper against shipments moving 
before the lower rates become effective, 
nor is the admission by a carrier that a 
rate was unreasonable sufficient ground 
upon which to base an award of repara- 
tion. Krieger Oil Co. v. Pacific Electric 
R. Co. (Decision No. 31137, Case No. 
4289). 


The California commission held that 
a motor carrier which had been ordered 
to cease unauthorized operation could 
not preserve a private carrier status by 
the mere subterfuge of entering into con- 
tracts with an unrestricted group of ship- 
pers and thus escape a charge that it was 
guilty of contempt of such order. Re Ball 
(Decision No. 31074, Application No. 
16849, Case Nos. 2922, 2939, 3799, 3881, 
June 30, 1938). 


The Minnesota commission authorized 
a transit company to substitute identifi- 
cation cards granting the privilege of re- 
duced fares to school children in lieu of 
nontransferable strip tickets where it was 
contended that limitations on the form of 
reduced fare were difficult to enforce, 
that the printing, distribution, and ac- 
counting were expensive and compli- 
cated, and that the proposed method 


would be a saving to the company as wel] 
as relieve school authorities of detail 
work. Re Duluth-Superior Transit Co. 
(A-4361). 


The Missouri commission, in denying 
authority to a railroad company to dis- 
continue a railroad station, said that asa 
matter of law it may be the duty of a 
company to furnish reasonable and ade- 
quate facilities for service to the public 
even though such service may be attended 
with pecuniary loss. Re Scandrett (Case 
No. 9436). 


The North Dakota commission, in al- 
locating certain parts of an electric sys- 
tem to a city, said that there was no abso- 
lute or unerring method of allocation, but 
that under the circumstances the best 
measuring device it had at hand was an 
average of the kilowatt-hour sale method 
and the gross revenue method. Re Mon- 
tana-Dakota Utilities Co. (Case No. 
3551). 


The Oklahoma Supreme Court ruled 
that while priority in the field is an ele- 
ment to be considered in authorizing mo- 
tor carrier service, it would not of itself 
govern the granting of certificates of con- 
venience and necessity, but that the 
proper consideration was which applicant § 
under the circumstances shown by the 
evidence would best serve the public in- 
terest. Missouri, Kansas & Oklahoma 
Coach Lines, Inc. v. State et al. 81 P. 
(2d) 664. 


The South Dakota commission held 
that its statutory power to issue a per- 
mit without a hearing or to assign it for ’ 
hearing if it deemed a hearing appro- 
priate had not been abrogated, modified, 
or taken away by recitals in an order of 
the board stating that unless good cause 
was shown the board would set all re- 
quests for such permits for public hear- 
ing, and public convenience and necessity 
must be shown. Re Blasius (Order No. 
7933-B). 


Note.—The cases above referred to, where decided by courts or regulatory commissions, 
will be published in full or abstracted in Public Utilities Reports. 
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Re Houston Natural Gas Corporation 


[File No. 31-116.] 


Intercorporate relations, § 19.2 — Federal holding company regulation — Exemp- 
tions. 
1. A corporation organized in one state and owning all the outstanding 
stocks and bonds of corporations, organized in another state, whose business 
consists of distributing natural gas at retail in that state, cannot qualify 
for an exemption from the provisions of the Public Utility Holding Com- 
pany Act of 1935, under § 3 (a) (1) of that act, for that section by its 
terms is applicable only if the holding company and every subsidiary there- 
of which is a public utility company are organized in the same state, p. 3. 


Intercorporate relations, § 19.2 — Federal regulation of holding companies — 
Exemptions — Interstate business. 
2. A holding company doing an interstate business is unable to meet the 
condition of § 3 (a) (1) of the Public Utility Holding Company Act of 
1935, for exemption from the provisions of that act, p. 3. 


Interstate commerce, § 7 — What constitutes interstate business — Holding com- 
pany — Activities of subsidiaries. 
3. The fact that the business of subsidiaries of a holding company is pre- 
dominantly intrastate is not conclusive of the nature of the holding com- 
pany’s business—whether intrastate or interstate, p. 3. 


Interstate commerce, § 27.1 — What constitutes — Business of holding company. 
4. The business of a holding company is predominantly interstate rather 
than intrastate in character when the company is essentially a financing en- 
terprise, its main function being to supply funds to subsidiaries, and where 
it distributes and transfers securities in interstate commerce and receives 
and pays interest and dividends through the employment of the mails and 
other instrumentalities of interstate commerce, its business also involving 
regular intercourse with its subsidiaries by correspondence and use of the 
telephone and telegraph, p. 3. 

Intercorporate relations, § 19.2 — Federal regulation of holding companies — 

Exemptions — Nonutility company. 
5. A corporation owning all the outstanding stocks and bonds of certain 

1] 1 25 P.U.R.(N.S.) 
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natural gas corporations cannot qualify for an exemption from the provi- 
sions of the Public Utility Holding Company Act of 1935, under § 3 (a) 
(2) of that act when the corporation does not own or operate any facilities 
for the generation, transmission, or distribution of electric energy or for 
the distribution of natural or manufactured gas, since it is not “predomi- 
nantly a public utility company,” p. 3. 


Intercorporate relations, § 19.2 — Federal regulation of holding companies — 
Exemptions. 

6. A holding company is not entitled to exemption from the provisions 
of the Public Utility Holding Company Act of 1935 on the ground that if 
it does not come within the literal terms of § 3 (a) (1) or § 3 (a) (2), 
providing for exemption from the act, it should nevertheless be accorded 
an exemption thereunder because it somehow comes within the “spirit” 
of those exemptive provisions, since only by giving effect to the literal 
terms of those sections may the intent of Congress be carried out, p. 3. 


Intercorporate relations, § 19.2 — Federal regulation of holding companies — 
Exemptions, 

7. A holding company, not entitled to exemption from the provisions of 
the Public Utility Holding Company Act of 1935, under specific provisions 
of that act, is not entitled to an exemption because the company has been 
guilty of none of the practices the act was designed to prevent, since the 
statute does not authorize the Commission to grant an exemption upon 
such a ground and, moreover, both good and bad holding companies within 
the ambit of Federal power are subjected to the provisions of the act inf 
order to guard against certain evils, and innocent as well as harmful trans- 
actions are brought under the act in order that the innocent may not be 
perverted to the harmful, p. 6. 


Intercorporate relations, § 19.2 — Federal regulation of holding companies — 
Exemptions — Integrated systems. 

8. A holding company is not entitled to an exemption from the provisions 
of the Public Utility Holding Company Act of 1935 on the ground that 
the company’s system is an “integrated public utility system” as defined 
in § 2 (a) (29) (B) of the act, since that section is simply definitive and 
does not afford any exemption from the provisions of the act, and, more- 
over, the fact that it is an integrated public utility system not subject to 
modification under § 11 of the act is no reason for its exemption, p. 7. 


Commissions, § 30 — Jurisdiction — Validity of regulatory act. 
9. The Securities and Exchange Commission has no authority to pass upon 
the validity of an act which it is called upon to administer, p. 8. 


[August 1, 1938.] 


 ipactoomege by holding company for exemption from pro- 
visions of the Public Utility Holding Company Act of 
1935; denied. 


¥ 


By the Commission: On Novem- exemption from the provisions of the 
ber 30, 1935, Houston Natural Gas Public Utility Holding Company Act 
Corporation (hereinafter referred to of 1935. An amended application 
as “applicant’’) filed an application for was filed June 24, 1936. On June 9, 
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RE HOUSTON NATURAL GAS CORP. 


1938, after appropriate notice, a hear- 
ing upon the application was held be- 
fore a trial examiner. After the hear- 
ings were concluded, counsel for both 
the Commission and the applicant filed 
proposed findings of fact, and on July 
13, 1938, at the request of applicant, 
oral argument was held before the 
Commission. 

At the argument counsel for the 
applicant submitted a memorandum in 
support of its claim for exemption. 
Briefly, applicant’s position as set 
forth in oral argument and in itsmem- 
orandum is that it is entitled to an 
exemption for the following reasons: 
(1) Sections 3 (a)(1) and 3 (a) (2) 
afford it an exemption; (2) applicant 
has been guilty of none of the abuses 
the act was designed to prevent and 


§ accordingly its activities are “beyond 


the purpose and purview of the act”; 
(3) its system is an “integrated pub- 


lic utility system,” as defined in § 2 
(a)(29)(B), and accordingly not 
subject to modification under § 11; 
(4) applicant is not engaged in inter- 
state commerce, and if the act is con- 
strued to apply to it, the act is, to that 
extent, unconstitutional. 


Applicant was organized under the 
laws of Delaware in 1928. As of 
April 30, 1938, the following securi- 


ties which applicant had offered and 
sold through the mails and the chan- 
nels of interstate commerce were out- 
standing: 158,289 shares of no-par 
common stock (accorded a book val- 
ue of $1,425,484.49) ; 10,000 shares 
of 7 per cent cumulative preferred 
stock of $50 par value per share; and 
“first mortgage collateral 6 per cent 
gold bonds” in the amount of $2,774,- 
000. Holders of such securities are 
widely scattered throughout the na- 
tion. 

Applicant owns all of the outstand- 
ing capital stock and bonds of Hou- 
ston Natural Gas Company, Texas 
Natural Gas Utilities, Gulf Cities Nat- 
ural Gas Company, and Tex-Mex 
Natural Gas Company,' each of which 
is a Texas corporation whose busi- 
ness consists of distributing natural 
gas at retail to persons within the 
state of Texas.? Ownership of all the 
outstanding voting securities of these 
four companies gives applicant the 
power to control their operations. 

[1-6] First. Sections 3(a)(1) 
and 3 (a)(2), upon which applicant 
relies, provide that the Commission 
shall exempt any holding company, 
and every subsidiary thereof as such, 
unless and except in so far as the Com- 
mission finds the exemption detrimen- 





1All of the outstanding capital stock and 
bonds of applicant’s subsidiaries are pledged 
with the Maryland Trust Corporation, as trus- 
tee, under an indenture of trust, to secure 
applicant’s outstanding bonds. But in the ab- 
sence of default in respect to certain matters 
designated in the indenture of trust, applicant 
has the unlimited right to vote all pledged 
securities carrying voting rights. 

# Section 2(a) (4) defines a gas utility com- 
pany as “any company which owns or op- 
erates facilities used for the distribution at 
retail . of natural or manufactured gas 
for heat, light, or power.” Each of the ap- 
plicant’s subsidiaries is a “gas utility com- 
pany,” as defined under that section. 

8 While a person holding less than a major- 


ity of the outstanding voting securities of a 
corporation may or may not control the com- 
pany, depending upon the circumstances of 
the particular case, it is obvious that the 
holder of a majority or more of the out- 
standing voting securities controls the com- 
pany. See Pearsall v. Great Northern R. Co. 
(1896) 161 U. S. 646, 671, 40 L. ed. 838, 16 
S. Ct. 705; Northern Securities Co. v. United 
States (1904) 193 U. S. 197, 327, 48 L. ed. 
679, 24 S. Ct. 436; Natural Gas Pipeline Co. 
v. Slattery (1937) 302 U. S. 300, 82 L. ed. 
——- 2 PULREN.S.) 255,505. Ge tae 
United States v. Northern Securities Co. 
(1903) 120 Fed. 721, 725; Rochester Teleph. 
Corp. v. United States (1938) 23 F. Supp. 
634, 24 P.U.R.(N.S.) 113; Bonbright and 


25 P.U.R.(N.S.) 





SECURITIES AND EXCHANGE COMMISSION 


tal to the public interest or the inter- 
est of investors or consumers, if— 

“(1) such holding company, and 
every subsidiary company thereof 
which is a public utility company from 
which such holding company derives, 
directly or indirectly, any material 
part of its income, are predominant- 
ly intrastate in character and carry 
on their business substantially in a 
single state in which such holding 
company and every such subsidiary 
company thereof are organized; 

“(2) such holding company is pre- 
dominantly a public utility company 
whose operations as such do not ex- 
tend beyond the state in which it is 
organized and states contiguous there- 
ESB, 

Since the applicant was organized in 
Delaware, while each of its subsidi- 
aries was organized in Texas, it can- 
not qualify for an exemption under 


§ 3(a)(1), for that section by its 
terms is applicable only if the holding 
company and every subsidiary com- 
pany thereof which is a public utility 
company are organized in the same 
state. 


A holding company which is or- 
ganized in the same state as its op- 
erating subsidiaries presents holding 
company problems largely within the 
confines of a single state and is there- 
fore the concern of, and can be effec- 
tively controlled by, that state. But 
the likelihood of effective state con- 
trol does not exist where the holding 


company is organized in a state other 
than that in which its subsidiaries are 
organized. Experience has shown 
that where the principal interests and 
activities of a holding company are in 
states other than that of its organiza- 
tion, the latter state seldom has a suf- 
ficient interest in the activities of the 
holding company to assure adequate 
regulation of its activities. On the 
other hand, effective regulation of the 
activities of a foreign holding com- 
pany by states in which the utility 
companies operate is virtually impos- 
sible because of the legal and practical 
difficulties in the way of regulation 
of a foreign company.‘ It is plain, 
therefore, that Congress directed the 
exemption under § 3 (a) (1) solely to 
holding companies organized in the 
same state as its subsidiaries; it pur- 
posely withheld that exemption from 
holding companies which control op- 
erating utilities in states other than its 
domicile, such as applicant, in order 
to assure necessary regulation not 
otherwise forthcoming. 

Moreover, in our opinion, appli- 
cant’s business is interstate rather 
than intrastate in character, and ac- 
cordingly it is unable to meet the fur- 
ther condition of § 3 (a)(1) that the 
holding company and its subsidiaries 
shall be predominantly intrastate in 
character. 

It is true that the business of the 
four utility operating companies 
which applicant controls is essentially 





Means, The Holding Company (1932) at p. 
8; Berle and Means, The Modern Corpora- 
tion and Private Property (1933) at p. 69, 
Ballantine, Corporations (1927) at p. 580. 
4See Hearings before the Committee on 
Interstate Commerce, U. S. Senate, 74th 
Cong., Ist Sess., on S. 1725, pp. 847-849; 
Congressional Record, 74th Cong., Ist Sess., 
p. 9049; Report of the National Power Policy 
Committee to the House of Representatives, 
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74th Cong., Ist Sess., House Doc. 137, pp. 7-8, 
showing difficulties in way of effective state 
regulation of operating utilities where the 
holding company is domiciled in another state. 
See also New Hampshire Gas & E. Co. v. 
Morse, 42 F. (2d) 490, P.U.R.1930D, 427, 
as indicating limits of jurisdiction of a state 
Utility Commission over a foreign holding 
company. 
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local in character, in that the purchase 
and sale of natural gas by them is 
confined to the state of Texas. The 
intrastate operations of these compa- 
nies—their service to consumers and 
their rates—are not within the scope 
of the act. But the fact that the busi- 
ness of its subsidiaries is predominant- 
ly intrastate is not conclusive of the 
nature of applicant’s business. 


The applicant is essentially a finan- 
cing enterprise; its main function is 
to supply funds to the subsidiaries 
whenever the need arises. As such, 
the public distribution of securities, 
which in the past, at least, has been 
effected in interstate commerce, is the 
very essence of applicant’s business. 
Virtually the whole of applicant’s in- 
come, which provides the basis upon 
which interest is paid on its outstand- 
ing bonds and dividends are declared 
on its stock, is derived from the capi- 
tal stock and bonds of its four wholly- 
owned subsidiaries. Transfer of the 
capital stock and bonds of the sub- 
sidiaries to the applicant of necessity 
had to be effected in interstate com- 
merce, for the subsidiaries are all lo- 
cated in Texas, while applicant’s ex- 
ecutive offices are maintained in Mary- 
land. And, of course, the payment of 
interest and dividends by the subsidia- 
ties to the applicant and the payment 
of interest and dividends by the ap- 


 plicant to its widely scattered bond- 


holders and stockholders necessitate 
employment of the mails and other in- 
strumentalities of interstate com- 
merce. 


Moreover, applicant’s business in- 
volves regular intercourse between it- 
self and its subsidiaries by correspond- 
ence and use of the telephone and tele- 


That 


graph in interstate commerce. 


intercourse relates to such matters as 
advice concerning dividend payments 
by the subsidiaries; advice as to the 
necessity or advisability of a particu- 
lar subsidiary’s extending its retail 
gas service; loans from a subsidiary 
to the applicant or vice versa; the 
means whereby debts owed by a sub- 
sidiary to outside interests may be dis- 
charged; transactions by the subsidi- 
aries in bonds issued by the applicant; 
bookkeeping adjustments, and similar 
matters. 


In no sense are these various activi- 
ties incidental to any local business 
conducted by applicant. In effect, 
these interstate activities are appli- 
cant’s business. Under the uniform 
holdings of the Supreme Court that 
the providing of services or the dis- 
semination of intelligence in inter- 
state commerce constitutes doing busi- 
ness in interstate commerce, it must 
be held that applicant’s business is in- 
terstate in character. Electric Bond 
& Share Co. v. Securities and Ex- 
change Commission (1938) 303 U. S. 
419, 82 L. ed. —, 22 P.U.R.(N.S.) 
465, 58 S. Ct. 678; Fisher’s Blend 
Station v. State Tax Commission 
(1936) 297 U. S. 650, 80 L. ed. 956, 
56 S. Ct. 608; Furst v. Brewster 
(1931) 282 U. S. 493, 75 L. ed. 478, 
51S. Ct. 295 ; International Text Book 
Co. v. Peterson (1910) 218 U. S. 
664, 54 L. ed. 1201, 31 S. Ct. 225; 
International Text Book Co. v. Pigg 
(1910) 217 U. S. 91, 54 L. ed. 678, 
30 S. Ct. 481, 27 L.R.A.(N.S.) 493, 
18 Ann. Cas. 1103. Accordingly, 
since an exemption under § 3 (a) (1) 
is conditioned upon the predominantly 
intrastate character of the business 
of both the company and its subsidi- 
aries, it is plain that an exemption un- 
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der § 3 (a)(1) is unavailable to the 
applicant.® 

We deem it equally plain that ap- 
plicant cannot qualify for an exemp- 
tion under § 3 (a)(2). That section, 
it will be noted, is applicable only to 
a holding company which is “predom- 
inantly a public utility company.” 
Applicant does not own or operate any 
facilities for the generation, transmis- 
sion, or distribution of electric energy 
or for the distribution of natural or 
manufactured gas, and accordingly it 
is not a “public utility company” with- 
in the meaning of §§ 2 (a)(3), (4), 
and (5) of the act. 

Applicant argues that if it does not 
come within the literal terms of § 3 
(a)(1) or § 3 (a)(2), it should 
nevertheless be accorded an exemption 
thereunder, for it somehow comes 


within the “spirit” of those exemptive 
provisions. 


Our opinion, however, is 
that only by giving effect to the lit- 
eral terms of those sections may the 
intent of Congress be carried out.® 
[7] Second. Applicant argues 
that it is entitled to an exemption be- 
cause “the corporation, its character 
and system, is beyond the purpose and 
purview of the act.” Applicant states 
that the system is small, economically 


operated, and properly integrated; 
that the subsidiaries are subjected to 
no onerous management, service, or 
construction contracts; and that there 
are no complicated corporate struc- 
tures. 

The crux of this argument is that 
the Commission should grant an ex- 
emption where the statute provides for 
none, on the ground that applicant 
has been guilty of none of the prac- 
tices the act was designed to prevent. 
It is a complete answer to this argu- 
ment to say that the statute does not 
authorize the Commission to grant an 
exemption upon such a ground. Un- 
less an applicant brings itself within 
some particular exemptive provision, 
the Commission must deny the appli- 
cation for exemption. Moreover, it 
may be noted that the argument in- 
volves a misconception of the purpose 
of the act. It proceeds on the erro- 
neous assumption that the act was 
meant to apply only to “bad” compa- 
nies. The purpose of the statute is 
not to punish abuse, but to prevent its 
occurrence. Both “good” and “bad” 
public utility holding companies, with- 
in the ambit of Federal power, are 
subjected to the provisions of the act 
in order to guard against certain evils. 





5 The fact that applicant makes no charge 
to its subsidiaries for the various advisory, 
supervisory, and financial services which it 
renders does not, of course, detract from the 
fact that its business is interstate in character. 
See Associated Press v. National Labor Rela- 
tions Board (1937) 301 U. S. 103, 128, 81 
L. ed. 953, 57 S. Ct. 650, where the Supreme 
Court stated: “Interstate communication of 
a business nature, whatever the means of 
such communication, is interstate commerce 
regulable by Congress under the Constitution. 
This conclusion is unaffected by the fact that 
the petitioner does not sell news and does not 
operate for profit, or that technically the title 
to the news remains in the petitioner during 
interstate transmission.” 

€ See Securities and Exchange Commission 
v. Sunbeam Gold Mines Co. (1938) 95 F. 
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(2d) 699, 701, wherein the court said: “Be- 
ing an exception from the general policy of 
the act, anyone claiming to be within its 
terms has the burden of proof that he belongs 
to the excepted class. . . Furthermore, the 
terms of such an exception to the ‘general 
policy’ of the act must be ‘strictly construed’ 
against the claimant of its benefit.” See also 
Rochester Teleph. Corp. v. United States 
(1938) 23 F. Supp. 634, 24 P.U.R.(N.S.) 113, 
115, where in a suit before a 3-judge statutory 
court to set aside an order of the Federal 
Communications Commission, the court said: 
“Since provisos and exceptions in statutes are 
intended to restrain or except that which 
otherwise would be within the scope of the 
general language, they must be strictly con- 
strued and limited to objects fairiy within 
their terms.” 
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Innocent as well as harmful transac- 
tions are brought under the act in or- 
der that the innocent may not be per- 
verted to the harmful. 

[8] Third. Applicant urges as an 
additional reason for an exemption 
that the company’s system is an “in- 
tegrated public utility system,” as de- 
fined in §§ 2 (a) (29) (B) of the act. 
But that section is simply definitive ; it 
does not afford any exemption from 
the provisions of the act. Moreover, 
assuming arguendo that applicant’s 
system is an integrated public utility 
system and would not be subject to 
modification under § 11, no reason is 
advanced why that fact should serve 
to exempt applicant from the other 
provisions of the act. The record 


clearly discloses that it has engaged in 
transactions which, if it had been reg- 
istered, would have been subject to 
various regulatory provisions of the 


act. 

Thus, in December, 1937, applicant 
borrowed $28,135.33 and in February, 
1938, borrowed an additional $7,000 
from its. subsidiary, Texas Natural 
Gas Utilities. Section 12 (a) of the 
act makes it unlawful for any regis- 
tered holding company to engage in 
transactions of that nature, frequent- 
ly called “upstream loans.” 

In April, 1936, the Houston Natural 
Gas Company, one of applicant’s sub- 
sidiaries, was indebted to the Hous- 
ton Pipeline Company, an independ- 
ent company which supplies natural 
gas to all of applicant’s subsidiaries, 
in the approximate amount of $190,- 
000. In order to discharge the debt, 
the following scheme was evolved. 
Two of applicant’s subsidiaries, Tex- 
as Natural Gas Utilities and Gulf Ci- 
ties Natural Gas Company, delivered 


to the applicant, in return for unse- 
cured demand notes of the applicant 
in the aggregate amount of $190,- 
355.83, bonds of the applicant which 
they had previously acquired by pur- 
chase upon the open market or by ex- 
change of their bonds for bonds of the 
applicant. Applicant delivered these 
bonds to the Houston Natural Gas 
Company in return for a demand note 
of the latter company in the amount 
of $190,355.83. The latter company 
then delivered the bonds to the Hou- 
ston Pipeline Company in satisfaction 
of its debt. As a part of this trans- 
action, the Houston Pipeline Company 
agreed to resell the bonds to the appli- 
cant at $190,355.83. Pursuant to this 
agreement, applicant repurchased those 
bonds. But each of the obligations 
created by virtue of these negotiations, 
as between Texas Natural Gas Utili- 
ties and the applicant, Gulf Cities Nat- 
ural Gas Company and the applicant, 
and Houston Natural Gas Company 
and the applicant, is still unpaid and 
outstanding. Transactions of such a 
nature by a registered holding com- 
pany and its subsidiaries come within 
the regulatory provisions of §§ 9 and 
10. 

A letter from L. S. Zimmerman, 
vice president, treasurer, and director 
of the applicant to J. H. Wimberly, 
auditor of the subsidiaries, dated No- 
vember 13, 1937, indicates that appli- 
cant encouraged the payment of a divi- 
dend on the stock of Houston Natu- 
ral Gas Company, one of its subsidia- 
ries, even though there was a deficit in 
the surplus account of that subsidiary. 
The evils inherent in such a practice 
moved Congress to provide in § 12 
(o) of the act for the regulation of the 
declaration or payment of dividends 
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by registered holding companies and 
their subsidiaries. 

Finally, as previously noted, appli- 
cant’s primary function is to supply 
funds to its subsidiaries. To that end 
it purchases the securities of its sub- 
sidiaries and sells its own securities to 
the public. As a means of affording 
what it deemed to be a necessary pro- 
tection to investors and consumers, 
Congress has subjected transactions of 
that nature by a registered holding 
company and its subsidiaries, which 
involve the use of the mails or any 
means or instrumentality of interstate 
commerce, to the regulatory provi- 
sions of §§ 6, 7, 9, and 10. 

[9] Fourth. Applicant makes the 
final argument that if it is subject to 


the provisions of the act, to that ex- 
tent the act is unconstitutional. That 
argument, however, is scarcely ad- 
dressed to this Commission. We have 
no authority to pass upon the validity 
of an act which we are called upon 
to administer. If freedom from the 
regulatory provisions of the act is to 
be had on the ground that the act is 
unconstitutional, applicant must pre- 
vail upon some court in an appropri- 
ate proceeding to conclude that an in- 
terstate business of the character 
which it conducts is beyond the power 
of the United States government to 
regulate. 

An order denying the application for 
exemption will issue. 
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PUBLIC SERVICE COMMISSION 


Re Republic Light, Heat & Power 


Company, Incorporated 


[Case No. 9600.] 


Rates, § 386 — Gas — Industrial uses — Dump natural gas. 


A rate available for industrial uses by customers, the bulk of whose tse 
would be likely to come in the summer period (the period of low domestic 
and small commercial use), was approved where it was proposed to use 
“dump” natural gas, available through an affiliate from a competitive field 
and which might otherwise go to others if a market were not found—this 
service to be supplied to customers having standby equipment and whose 
service might be terminated on forty-eight hours’ notice in writing. 


[August 5, 1938.] 


' Nhess ome ia of proposed rates for standby natural gas 
service for industrial users; rates approved. 


¥ 


Burritt, Commissioner: The rate 
considered herein was filed on June 
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July 13th the rate was suspended to 
November 19, 1938, unless otherwise 
ordered. Hearings were held at Buf- 
falo on July 22nd and August Ist. 


The Rate 


The proposed rate is available for 
industrial uses by customers whose 
maximum use of gas is between April 
15th and November 15th of each year, 
provided that they contract to take 
and pay for not less than 50 thousand 
cubic feet of gas per month. The gas 
to be used under this rate is said to 
be “dump” natural gas. By “dump” 
gas this company apparently means 
gas which it has available, through its 
affliate, Penn York Natural Gas 
Company, which operates in a com- 
petitive field and which it might other- 
wise lose to others if it did not find a 
market. 

The rate proposed to be charged is 
a graduated rate with a monthly mini- 
mum charge of $25 for the first 50 
thousand cubic feet or less; 45 cents 
per thousand cubic feet net for the 
next 150 thousand cubic feet ; 20 cents 
net per thousand cubic feet for the 
next 300 thousand cubic feet, and 164 
cents net per thousand cubic feet for 
all over 500 thousand cubic feet. 


Standby Requirements 


Since the company reserves the right 
‘to terminate the gas service under the 
proposed schedule on _ forty-eight 
hours’ notice in writing, the schedule 
contains a special provision requiring 
that users must satisfy the company 
that they have an alternative supply of 
other fuel and that they have the nec- 
essary equipment available to use such 
other fuel to take care of their needs 
in the event of interruption or ter- 
mination of the service. 


Questioning at the first hearing de- 
veloped that this requirement is in 
the nature of standby service. It is 
regarded as in the interest of custom- 
ers that they have available equipment 
to use alternative fuel, either coal or 
oil, in case of interruption or termi- 
nation of the service, particularly in 
the winter when the freezing up on 
some lines might cause serious damage 
to the customers’ equipment. 

The company’s witnesses stated that 
so far as they know, all prospective 
customers already had duplicate boil- 
ers which are necessary for present 
emergency or standby purposes and 
in order to maintain service when one 
boiler is being cleaned or repaired. In 
the case of the substitution of gas for 
oil only one boiler will be necessary 
because alternative burner equipment 
for either oil or gas can be used under 
the same boiler, it being necessary 
only to remove one of the burners. 
In the case of small boilers, such as 
are used in dairy plants, the change to 
satisfy this requirement can be made 
very quickly and does not involve du- 
plicate equipment. 


Business Available 


The company has only one applicant 
for the service at present, who esti- 
mates his probable annual use at 200,- 
000,000 cubic feet and is anxious to 
obtain it at the earliest possible date. 
This customer is already purchasing 
some gas under another rate from a 
2-inch line. Two other possible cus- 
tomers who may take the service soon 
would use nearly as large amounts. 
As many as ten customers may even- 
tually take service under this rate but 
the annual use of the additional cus- 
tomers would be much smaller. A 
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witness estimated a probable maxi- 
mum use of gas under the proposed 
rate at 500,000,000 cubic feet in the 
next year. This compares with a use 
of 1,149,913,000 cubic feet of gas for 
the year ending June 30, 1938, and 
purchased from the Penn York Com- 
pany. 

The business of the customer who 
has applied for service is the manu- 
facture of gypsum board, plaster, and 
block. That of the two other possi- 
ble applicants is in general the same. 
For these purposes gas is said to be 
the more desirable fuel because it is 
better adapted to the technical uses of 
these companies than are the fuels 
they are now using, in that the heat is 
more easily controlled and especially 
where, as here, temperature differen- 
tiation and accurate control is impor- 
tant. The cleanliness of gas as com- 
pared with other fuels where the stock 
and products are nearly all white in 
color, is an important factor. The use 
of gas is also said to permit more flex- 
ible operation. 

While the bulk of the gas of the 
applicant for this service, and that of 
the immediate prospective customers, 
would be used for technical purposes, 
the witness estimated that perhaps 35 
to 45 per cent of the use of gas by 
gypsum and cement customers would 
be under boilers to replace coal. In 
this business fuel is used under boil- 
ers to generate steam, which is in turn 
used in coils to heat air to dry board 
products. The direct application of 
gas to drying is said to be more eco- 
nomical and the testimony indicates 
a possibility of converting the board 
drying plant to a direct gas fired unit. 
Thus, even this feature may become a 
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specialized use in these industries for 
the reasons already given. 

The proposed rate is also said to be 
advantageous to the company in that 
the bulk of the use under it is likely 
to come in the summer period, which 
is the period of low domestic and 
small commercial use. The plants of 
the prospective customers are gener- 
ally operated throughout the summer, 
whereas some of them may be closed 
in winter, and in any event the indus- 
trial usage will be less in winter than 
in summer. 


Source of Gas and Probable Earnings 


The Republic Company secures its 
supply of natural gas from its affili- 
ate, the Penn York Natural Gas Cor- 
poration. Both companies are owned 
and controlled by Cities Service Com- 
pany. The gas comes from the Penn- 
sylvania deep well fields and that for 
use in the Batavia district is delivered 
to the Republic Company in the town 
of Alden, just east of Buffalo. The 
present purchases of gas from the 
Penn York by Republic for domestic 
and commercial purposes are under an 
existing contract. 

On July 23, 1938, the day after the 
first hearing, there was filed a new 


contract, which, in addition to provid- F 


ing for sales to the Republic Com- 
pany for domestic and other gener- 
al purposes, provided for so-called 
“dump” gas. Paragraph 2 of the con- 
tract provides that gas sold by it for 
industrial purposes and designated as 
“dump” gas, shall be paid for at a net 
price which shall be 2 cents per thou- 
sand cubic feet lower than the price 
charged for gas for other purposes. 
It contains a further provision that the 
price for gas supplied to “public in- 
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stitutions” shall also be 2 cents per 
thousand cubic feet lower than the 
price charged for other gas. 


At the hearing on August Ist, peti- 
tioner submitted by its vice president 
and its chief engineer, estimates of 
the investment required to serve the 
one customer who has already applied 
for service, and probable revenue and 
expenses from serving this customer. 
It was testified that the average in- 
vestment to serve the two additional 
customers would be approximately the 
same, with revenues and probable re- 
turn slightly less. No estimates were 
made for other possible customers. 


The investment stated to be re- 
quired to serve the present applicant 
is as follows: 


4” line to customer’s premises 
Meters and regulator station 


$10,055 


This includes 8,000 feet of 4-inch 
pipe, with the necessary couplings, 
valves, fittings, and incidentals. The 
ditch will be dug and back-filled with 
company labor. The meter and regu- 
lator station includes two 3-inch high 
pressure regulators and two 4-inch 
meters, together with the necessary 
valves and fittings, building material, 
and incidentals. This work is also 
to be done with company labor. The 
revenue and expense on the line to 
serve this customer is estimated as 
follows : 


Revenue and Expense 


Revenue—200,000 M cu. ft. @ 2¢ per 
cu. ft. $4,000 
Expenses : 
Operation and maintenance... $125 
Taxes 
Depreciation 
Interest on investment 6% ... 


Return 


Taxes include state gross revenue, 
state and county real estate, and in- 
come taxes. 

Depreciation is figured on a 6 per 
cent sinking-fund basis for the pipe 
line, which is estimated at a 5-year life, 
with 25 per cent salvage. In the case 
of the meter and regulator station, a 
4 per cent sinking fund was used. 

Interest on both the line and meter 
and regulator station is computed at 
6 per cent. 

This service, if correctly estimated, 
would thus produce a net return to the 
company of $1,261, or about 124 per 
cent on the additional investment nec- 
essary to serve one customer. 


Discussion and Conclusion 


The proposed rate is a new service 
classification for what the applicant 
calls “dump” natural gas. It is avail- 
able only to customers who have an 
alternative supply of other fuel and 
the necessary equipment to enable them 
to use the same so that they may take 
care of their needs in the event of 
interruption or termination of service 
on 48-hour notice. Testimony of the 
witnesses shows that practically all 
customers who could make use of this 
rate already have such an alternative 
supply of fuel and equipment and that 
customers will therefore not be kept 
off the rate because of this require- 
ment. These standby requirements do 
not appear to be unreasonable. 

There appears to be some demand 
for such a rate for special purposes 
by gypsum and cement companies in 
the Batavia area, and to a less extent 
by other manufacturing companies. 
The latter do not appear to require as 
large amounts of gas as those of the 
gypsum and cement companies. 
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While a portion of the gas is ap- 
parently intended to be used to replace 
coal and oil as boiler fuel this appears 
to be only a partial use, in connection 
with other specialized uses, and the 
testimony shows that even this may be 
discontinued and direct firing with gas 
substituted. 

It appears that the proposed rate, 
taken in connection with the new pur- 
chase contract from the Penn York 
Company, will enable the petitioner 
to make a substantial earning. If 


other customers are secured it would 
appear that this rate might be reduced 
and still permit the company to make 
a good earning. 

After an examination of the cir- 
cumstances and facts in connection 
with this proposed rate, I recommend 
that the suspension order of July 13, 
1938, on P. S. C. No. 11—Gas—Orig- 
inal Leaf No. 26—Republic Light, 
Heat & Power Co. Inc., be vacated, 
and the proposed rate permitted to 
become effective. 
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Bonwit Teller 


v 


Consolidated Edison Company of 
New York, Incorporated 


(Case No. 9483.) 


Commissions, § 17 — Jurisdiction — Statutory authority. 


1. The Commission, being a statutory body, has only such powers and 
duties as are conferred upon it by the legislature, p. 16. 


Commissions, § 10 — Nature of functions. 


2. The Commission’s power of regulation is wholly administrative although 
a determination by the Commission may be quasi judicial in its nature, p. 


16. 


Contracts, § 8 — Commission jurisdiction — Enforcement. 
3. The Commission does not have power, in regulating public utilities and 
compelling enforcement of their duties, to compel them to carry out their 
contract obligations to individuals, p. 16. 


Service, § 72 — Commission jurisdiction — Change-over to alternating current — 


Burden of cost. 


4. The Commission has no power to order an electric utility company at 
its own expense to make a change-over of a customer’s equipment to alter- 


nating current, p. 16. 
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Discrimination, § 10 — Functions of Commission — Change-over to alternating 


current. 


5. Whether an electric utility company has practiced discrimination in mak- 
ing change-overs from direct to alternating current is the direct concern of 


the Commission, p. 16. 


Discrimination, § 239 — Scope of proceeding. 
6. The question whether an electric utility company has practiced discrim- 
ination in making change-overs for customers from direct to alternating 
current should not be determined in a proceeding on complaint by a cus- 
tomer for an order directing the utility to make a change-over at its own 
expense pursuant to the terms of an alleged contract, but the question 
should be determined in a general investigation by the Commission on its 


own initiative, p. 16. 


[July 27, 1938.] 


a against refusal of electric utility company to 
carry out alleged agreement to make changes in customer’s 
equipment for change-over to alternating current; dismissed. 


APPEARANCES: Gay H. Brown, 
Counsel (by George E. McVay, As- 
sistant Counsel), for the Public Serv- 
ice Commission; Arthur B. Hyman, 
New York city, Attorney for Bonwit 
Teller; Whitman, Ransom, Coulson & 
Goetz (by Jacob H. Goetz), New 
York city, Attorneys for the Consoli- 
dated Edison Company of New York, 
Inc. 


Van NAMEE, Commissioner: This 
memorandum relates to the question 
of the power of the Commission to 
grant the relief requested by the pe- 
titioner and also to a question of ad- 
missibility of certain evidence which 
has arisen in the progress of the pro- 
ceeding. 


General Statement 


During the summer of 1936, Bon- 
wit Teller Company, which conducts 
a large department store at the north- 
east corner of 56th street and Fifth 
avenue, Manhattan, was considering 
certain improvements and additions to 
the premises occupied by it. These in- 


cluded the installation of air condi- 
tioning in a certain part of its build- 
ing and alteration of its elevator serv- 
ice consisting of a change of one 
freight elevator to a passenger eleva- 
tor. There was also under considera- 
tion the addition of three stores to the 
building. 


The premises were served wholly by 


direct current. After some negotia- 
tions between representatives of the 
Consolidated Edison Company and 
the company, installation of alternat- 
ing current was agreed to by the Edi- 
son Company as to the service of the 
elevator and for the air-conditioning 
installation and conferences were also 
had for the complete change-over of 
the premises to alternating current in- 
cluding service to the three proposed 
additional stories. 

Differences having arisen as to the 
extent to which the Edison Company 
should bear the cost of the change- 
over, especially as to the change of a 
freight elevator to a passenger eleva- 
tor and the fees of the engineers em- 
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ployed by the Bonwit Teller Company, 
the matter was taken up informally by 
the power bureau of the Public Serv- 
ice Commission. 

At a conference held in the offices of 
the Public Service Commission on 
November 20, 1936, at which were 
present representatives of the Com- 
mission power bureau and of the Edi- 
son Company and Bonwit Teller, Bon- 
wit Teller Company withdrew its 
claim for inclusion of the ‘ees of its 
engineers and of the cost of change 
in the freight elevator, and the Edi- 
son Company agreed to bear the cost 
of installing alternating current in the 
proposed air conditioning of a part 
of the premises and also, as claimed by 
Bonwit Teller, it promised to proceed 
with a complete change-over of the 
whole premises to alternating current 
and to bear the whole cost of such 
change-over and to promptly furnish 


Bonwit Teller with plans and specifi- 
cations therefor. 


The Edison Company’s version is 
somewhat different. It contends that 
it agreed to bear the cost of the nec- 
essary changes in the appliances and 
facilities necessary to serve alternat- 
ing current for use in the proposed air 
conditioning as a part of a plant for 
a complete change-over of the build- 
ing from direct current to alternating 
current. That it would furnish plans 
and specifications for such complete 
change-over and upon acceptance by 
Bonwit Teller, it would make the 
change and bear the cost thereof pro- 
viding the cost was not more than 
$75,000. It did furnish plans and 
specifications for the air-conditioning 
installation and these were marked Ex- 
hibit 1 “Partial direct current—Alter- 
nating current change-over Part 1 of 
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100 per cent change-over,” which 
were accepted and the air condition- 
ing installed using alternating cur- 
rent. 

The necessary studies and exami- 
nation of the premises for the com- 
plete change-over were not made at 
that time, the Edison Company con- 
tends, because of the request made by 
Bonwit Teller not to do so during the 
holiday season as it was feared the 
necessary examination by the Edison 
Company men would interfere with 
the business of the store. 

During January, 1937, the Edison 
Company made an examination and 
reconsideration of its change-over pol- 
icy as a result of which the policy was 
changed and rules and regulations to 
take effect July 1, 1937, were adopted. 
These were informally filed with the 
Commission. 

All projects to the number of ap- 
proximately 500, then under consid- 
eration or under actual progress, were 
studied by the Edison Company in the 
light of the new policy concerning 
change-over and as a result all but 62 
abandoned and discontinued. The 
company contended that further ex- 
amination of the Bonwit Teller prop- 
erty showed that the complete change- 
over would cost the company approxi- 
mately $95,000 instead of the $75,000 
estimated at the time of the confer- 
ence of November 26, 1936. And in 
the exercise of its business judgment, 
this project was presented to the Bon- 
wit Teller Company for their accept- 
ance. 

On May 28, 1937, the sales depart- 
ment of the company advised Bonwit 
Teller by letter: “We wish to con- 
firm the oral word of our representa- 
tive to your secretary, that further 





TE. 


investi 
cated 
this ti 
its OW 
The 
duced 
were 1 
to No 
the pt 
by th 
1937, 
as $ 


TELLER v. CONSOLIDATED EDISON CO. OF NEW YORK, INC. 


investigation of this matter has indi- 
cated that the company is unable at 
this time to effect such change-over at 
its own expense.” 

The testimony at the hearings pro- 
duced evidence that two estimates 
were made by the company subsequent 
to November, 1936, and about the time 
the project was formally discontinued 
by the company. On February 23, 
1937, an estimate of the cost was made 
as $86,518 and on April 27, 1937, 
another estimate showed $94,214. 

An estimate made in April, 1938, 
during the progress of the hearings, 
placed the cost at $98,000 of which 
equipment represented $57,500 and 
wiring $40,500. 


The Complaint 


On February 23, 1938, the Bonwit 
Teller Company complained formally 
to the Commission charging that at 
an informal conference (on Novem- 
ber 20, 1936), the “Consolidated Edi- 
son Company promised and agreed 
that it would proceed with the com- 
plete change-over and would prompt- 
ly furnish Bonwit Teller, Inc., with 
plans and specifications therefor’”’ ; that 
the Edison Company failed and re- 
fused to submit such plans and speci- 
fications and “has also failed and re- 
fused to proceed with the work con- 
trary to its commitment”; and that 
_ the Edison Company “has wrongful- 
ly and unlawfully discriminated 
against it in that it has refused to 
proceed with the work of changing- 
over the service furnished to it from 
direct current to alternating current 
and supply the necessary appliances, 
facilities, and equipment thereof al- 
though it has made such change-over 
and furnished such appliances, facili- 


ties, and equipment at its expense to 
other similarly situated and is contin- 
uing to do so and to negotiate with 
such others for similar change-over 
and the furnishing of appliances and 
equipment.” 

The complaint concludes: 

“In view of the fact that Consoli- 
dated Edison Company has failed to 
carry out its definite promise made at 
the informal hearing before men- 
tioned, and that it appears impossible 
otherwise to compel Consolidated Edi- 
son Company to carry out its obliga- 
tion, it is requested that we may be 
permitted to attend before the Com- 
mission and formally present proof in 
support of client’s complaint.” 

Several hearings have been held and 
at the hearing of May 3, 1938, Mr. 
Hyman, attorney for Bonwit Teller, 
asked for the production of all the pa- 
pers, plans, and specifications in the 
62 cases or projects of change-over 
which were continued at the time of 
the change in policy of the company 
which went into effect July 1, 1937, 
and particularly the details of the 
change-over made by the Edison Com- 
pany in 1935 of the service at the 
premises 501 Seventh avenue, Man- 
hattan, Timken Realty Company, 
owner, which, it was claimed, were 
discussed at the conference of No- 
vember 20, 1936. 

Mr. Hyman stated he desired these 
papers for the purpose of showing dis- 
crimination against Bonwit Teller in 
not including their project in those 
which were continued. The company 
offered to produce these papers for the 
inspection of the Commission but ob- 
jected to their review by the complain- 
ant and to their introduction in evi- 
dence on the ground that they were 
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not relevant to the issue in this case. 

I reserved decision and asked that 
the parties file briefs. 

When the matter was discussed by 
the Commission, the question was 
raised as to whether, the facts being 
admitted as presented by the complain- 
ant, the Commission had jurisdiction 
to order the relief requested. The par- 
ties were requested to file briefs on 
this point and have done so. 

If it is determined that the Com- 
mission has no jurisdiction, the ques- 
tion of the admissibility of certain evi- 
dence becomes immaterial and the 
whole proceeding will fall because of 
the jurisdictional situation. 


The Question of Jurisdiction 


[1-6] The relief requested by the 
petitioner as stated in its brief is that 
the company be ordered “to effect a 
change-over of petitioner’s electrical 


service to alternating service and in 
connection therewith to grant to it 
the same privileges accorded to other 
corporations similarly _ situated.” 
There is also this allegation of the 
complaint “At that (informal) hear- 
ing Consolidated Edison Company 
promised and agreed that it would 
proceed with the complete change- 
over and would promptly furnish Bon- 
wit Teller, Inc., with plans and speci- 
fications therefor. Upon the strength 
of this promise made by a responsible 
official of Consolidated Edison Com- 
pany, the parties consented to close 
the case and it was accordingly closed 
by your Mr. Oldfield.” 

This is borne out by the statement 
of Mr. Hyman, counsel for the peti- 
tioners at pages 14 and 15 of the 
stenographic report of the hearing of 
March 31, 1938. 
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Mr. Hyman: I will tell you very 
frankly. We consider that there has 
been a direct discrimination against 
Bonwit Teller. We also take the po- 
sition that a definite commitment has 
been made by the Edison Company to 
proceed with certain work, and that 
they should proceed, when they have 
made such a commitment, whether the 
hearing is formal or informal, to carry 
out that commitment as they would 
do if they had made a contract and 
it was enforced in a court of law or 
equity. 

There are two points on which we 
seek relief, the power of the Commis- 
sion to enforce an order which has in 
a sense been agreed to by the public 
utility company— 

Mr. Goetz: 
contract ? 


You mean enforce a 


Mr. Hyman: Yes, an agreement 
which has been made, and made in the 
presence of the Commission, as a re- 
sult of which no formal proceeding 
was had because of the assurance that 
it would be proceeded with. I think, 
if the Commission has any authority 
at all, it has general authority to see 
that things are done. 


These allegations amount to a 
charge of the breach of an agreement 
or contract and the relief sought is the 
enforcement of specific performance 
of the alleged contract. 

The question of jurisdiction was 
raised by the company in its answer 
and also by a motion to dismiss the 
complaint made after the complainant 
had rested its case. 

There is in this case no question of 
the adequacy of the service. The 
Bonwit Teller Company engineer tes- 
tified that the direct current equipment 
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operated satisfactorily. The Edison 
Company engineer testified that the 
company’s direct current service is 
adequate for the load. 

The main legal issue in the case is 
whether the Commission has power 
and jurisdiction to order specific per- 
formance of the contract as alleged in 
the complaint even if it were proven 
to be a fact. The Commission being 
a statutory body has only such powers 
and duties as are conferred upon it by 
the legislature. People ex rel. Mu- 
nicipal Gas Co. v. Public Service Com- 
mission, 224 N. Y. 156, P.U.R. 
1918F, 781, 120 N. E. 132; Groggins 
v. New York Edison Co. (N. Y. 
1936) 16 P.U.R.(N.S.) 365, 372. 


Although a determination by the 
Commission may be quasi judicial in 
its nature, its power of regulation is 
wholly administrative. Saratoga 
Springs v. Saratoga Gas, E. L. & Pow- 
er Co. (1908) 191 N. Y. 123, 83 N. 
E. 693, 18 L.R.A.(N.S.) 713. 

The principle involved in the pres- 
ent proceeding is similar to that in- 
volved in the case of People ex rel. 
New York Steam Co. v. Straus, 186 
App. Div. 787, P.U.R.1919C, 1014, 
174 N. Y. Supp. 868, affirmed (1919) 
226 N. Y. 704, 123 N. E. 884. In 
that case the steam company filed 
changes in its rate schedule by which 
it abrogated term service contracts 
with customers, some of whom had 
given up the operation of their steam 
plants in reliance upon the service 
contracts. The Public Service Com- 
mission, First District, directed the 
steam company to amend its rate 
schedule so as to classify separately 
and continue the contracts for their 
original terms. On certiorari the ap- 
pellate division for the first depart- 
[2] 
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ment reversed the Commission’s de- 
termination and held that the Com- 
mission had no power to make an or- 
der in effect compelling specific per- 
formance of the outstanding service 
contracts, saying: 

“Tt will be seen that under subdivi- 
sion 4 of § 80, above quoted, the Com- 
mission, when of the opinion that 
rates and charges are unreasonable, 
discriminatory, or unduly preferential 
or violative of law, shall determine 
and prescribe just and reasonable rates 
thereafter to be enforced for the serv- 
ice rendered. This, it seems to me, is 
not what the Commission has attempt- 
ed to do in the case at bar, but on the 
contrary, in the instant case, the Com- 
mission, by its order, attempts to en- 
force specific performance of the con- 
tracts outstanding at the time the new 
schedule became effective, and thereby 
to fix the rates to be charged for the 
public service rendered. This I deem 
the statute does not permit the Com- 
mission to do. 


“The Public Service Commission is 
a body of limited powers, and can only 
do that which the statute specifically 
prescribes it may do. It has no equity 
jurisdiction, and no powers beyond 
those given it by the statute may be 


exercised by said Commission. Peo- 
ple ex rel. Delaware & H. Co. v. 
Stevens (1908) 134 App. Div. 99, 
103, 118 N. Y. Supp. 969; People ex 
rel. Kelly v. Public Service Commis- 
sion (1916) 171 App. Div. 810, 157 
N. Y. Supp. 703. 

“Its duties are purely administra- 
tive. The Commission has no judicial 
functions to discharge. It has power 
to regulate the service rendered by the 
relator, and, within the statute, may 
25 P.U.R.(N.S.) 
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govern prices to be charged for serv- 
ice rendered. : 

“The Commission is powerless to 
discharge the functions of a court of 
equity. But, nevertheless, in the pres- 
ent instance, the Commission has ex- 
ercised equity jurisdiction and has at- 
tempted to compel the relator to per- 
form its contracts according to their 
terms. Assuming that the relator may 
be compelled to perform such con- 
tracts, and that the Commission is es- 
sentially right in holding that an es- 
tablishment of rates which in effect 
may abrogate outstanding contracts is 
inequitable, that matter can only be 
determined and performance enforced 
through the decree of a court of eq- 
uity.” (P.U.R.1919C, at pp. 1020, 
1024.) 

The rule as laid down apparently 
rests upon the concept that the func- 
tion of the Commission is to regulate 
public utilities and to compel enforce- 
ment of their duties to the public but 
not compel them to carry out their 
contract obligations to individuals. 

Another case in our jurisdiction is 
People ex rel. New York Teleph. Co. 
v. Public Service Commission (1913) 
157 App. Div. 156, 163, 141 N. Y. 
Supp. 1018. The court upheld an or- 
der entered by the Public Service 
Commission directing the New York 
Telephone Company to furnish tele- 
phone service to the Metropolitan 
Telephone & Telegraph Company and 
to place its name in the directory, say- 
ing: 

“The Public Service Commission 
had no authority to assume the pow- 
ers of a court of equity and determine 
as to the respective rights of the va- 
rious corporations to the use of the 
name Metropolitan Telephone and 
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Telegraph Company, nor to adjudicate 
as to the various matters set forth in 
the petitions which are the founda- 
tions of these proceedings. The Pub- 
lice Service Commission is an admin- 
istrative body established by the legis- 
lature for the paramount purpose of 
protecting and enforcing the rights of 
the public, and the statute creating the 
Commission should be construed with 
that in view. People ex rel. Bingham- 
ton Light, Heat & P. Co. v. Stevens 
(1911) 203 N. Y. 7, 96 N. E. 114.” 

The complainant contends that ju- 
risdiction rests in the Commission to 
grant the relief demanded under §§ 
65-2, 65-3 and 66, subdivision 12 of 
the Public Service Law which read as 
follows: 

Section 65 (2) provides that: “No 

electrical corporation 

shall, directly or indirectly, by any 
special rate, rebate, drawback, or oth- 
er device or method, charge, demand, 
collect, or receive from any person or 
corporation a greater or less compen- 
sation for electricity or for 
any service rendered or to be rendered 
or in connection therewith 
than it charges, demands, collects, or 
receives from any other person or cor- 
poration for doing a like and contem- 
poraneous service with respect thereto 
under the same or substantially similar 
circumstances or conditions.” 

Section 65(3) provides that: “No 

electrical corporation 

shall make or grant any undue or un- 
reasonable preference or advantage to 
any person, corporation, or locality or 
to any particular description of serv- 
ice in any respect whatsoever, or sub- 
ject any particular person, corpora- 
tion, or locality or any particular de- 
scription of service to any undue or 
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unreasonable prejudice or disadvan- 
tage in any respect whatsoever.” 

Section 66, subdivision 12, pro- 
vides that no electrical corporation 
shall “. extend to any person or 
corporation any form of contract or 
agreement, or any rule or regulation, 
or any privilege or facility, except such 
as are regularly and uniformly extend- 
ed to all persons and corporations un- 
der like circumstances.” 

The complainant’s brief then cites 
the case of Earl Carroll Realty Corp. 
v. New York Edison Co. 141 Misc. 
266, P.U.R.1931E, 297, 299, 252 N. 
Y. Supp. 538, as authority for apply- 
ing the above sections to the present 
proceeding. In that case the court 
(Mr. Justice Shientag) stated the 
question at issue to be: 

“Is the refusal of the company to 
supply direct current to the petition- 
ers’ new theater in conformity with 
its express policy or does it involve a 
departure therefrom? Is it an unjust, 
unfair, or undue _ discrimination 
against the petitioners?” 

The court held that no discrimina- 
tion was shown and held for the re- 
spondent, but added that even if dis- 
crimination were shown, the proper 
and only forum to try the matter was 
the Public Service Commission, stat- 
ing: 

“Even if the petitioners had set 
forth facts showing that they properly 
fall within the rule of the respondent 
company upon which they rely, and 
that they have been discriminated 
against unfairly, the present applica- 
tion would have to be denied inasmuch 
as the petitioners have not exhausted 
their proper remedies before the Pub- 
lic Service Commission, which has au- 
thority over the issues raised by the 


instant case.” 
301.) 

In the Earl Carroll Case, supra, the 
complaint rested upon the refusal of 
the company to furnish direct cur- 
rent to the Earl Carroll Theater the 
same as it was furnishing to other 
theaters in the same situation and 
neighborhood. In the present pro- 
ceeding no claim was made that either 
direct current or alternating current 
had been refused to the complainant. 
On the contrary the company’s direct 
current service to the complainant is 
concededly satisfactory and the com- 
plainant may have alternating cur- 
rent service to any extent it desires. 
There is therefore no action for any 
order requiring the Edison Company 
to furnish alternating service. In ef- 
fect, the complainant contends that 
notwithstanding the fact that the serv- 
ice of the Edison Company to the 
complainant is adequate; that alter- 
nating service is available to the com- 
plainant to any extent desired by it; 
and that the Edison Company has not 
required the complainant to substitute 
alternating current service for the di- 
rect current service being supplied to 
it, the Edison Company may be or- 
dered by the Commission to replace 
the utilization equipment of the cus- 
tomer at the company’s expense. 

Neither the provisions of § 66-2, 
nor those quoted by the complainant 
authorized the Commission to require 
the Edison Company to replace at its 
expense the property, equipment, or 
appliances of the customer as an end 
in and of itself. The Earl Carroll 
Case, supra, cannot be held as an au- 
thority upholding the contention of the 
complainant that it is entitled to re- 
lief as set forth in its brief, to wit: 
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(P.U.R.1931E, at p. 
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“To grant the full relief prayed for 
herein by making an order directing 
Consolidated Edison Company to pro- 
ceed to effect the change-over in peti- 
tioner’s premises and also to accord 
the petitioner the privilege of having 
its own contractor carry on the work 
at the expense of Consolidated Edison 
Company within the limit of cost es- 
timated by its engineers.” 


Conclusions 


I. The relief sought by the com- 
plainant is for an order of the Public 
Service Commission directing that the 
Consolidated Edison Company make 
the change-over to alternating current 
at its own expense. 

II. The basis for requesting such 
relief is based primarily upon the claim 
that the Consolidated Edison Com- 
pany breached its contract or commit- 
ment with the Bonwit Teller Com- 
pany and secondarily upon the conten- 
tion that the failure of the Consoli- 
dated Edison Company to make such 


change-over constituted wrongful and 
unlawful discrimination. 

III. The Commission is without au- 
thority to grant such relief either on 
the ground of breach of contract or 
under proof showing discrimination. 

IV. By reason of lack of jurisdic- 
tion in the Commission to grant the 
relief demanded it therefore follows 
that the evidence of the records in 
other cases be held inadmissible by 
reason of their immateriality. 

V. Whether the Consolidated Edi- 
son Company has practiced discrimi- 
nation in this and other cases is, of 
course, the direct concern of the Com- 
mission. However, such question 
should not be determined in this pro- 
ceeding, but should result from a gen- 
eral investigation by the Commission 
on its own initiative, which course of 
procedure is recommended. 

VI. This proceeding should be 
closed upon the records of the Com- 
mission because of lack of jurisdic- 
tion to grant the relief requested. 
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Lukens Steel Company 


The Manufacturers Light & Heat Company 


[Complaint Docket No. 11580, Application Docket No. 22833, Folder 2.] 


Monopoly and competition, § 59 — Natural gas — Effect on artificial gas and 


coal industries. 


Furnishing of natural gas to a steel company, with resulting economic 
advantage to the company and a community largely dependent upon it, 
should be authorized notwithstanding protests by representatives of the 
coal industry and by an artificial gas company having charter power to 
serve in the territory, when grant or denial of authority would not affect 
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the future use of bituminous coal in the plant, because of substitution of 
fuel oil, and when economies which could be effected through the use 
of natural gas could not be accomplished in using manufactured gas. 


Monopoly and competition, § 3 — Natural gas competition with coal. 
Statement of policy of Pennsylvania Commission not to permit the :mtro- 
duction of natural gas into a territory when the result will be the elimina- 
tion of the use of either anthracite or bituminous coal, p. 22. 


[July 11, 1938.] 


"_ Pgbacegs against refusal of natural gas company to furnish 
service and application by utility company for permission 
to furnish service; furnishing of service authorized. 


¥ 


By the Commission: Lukens Steel Company, where it is sold to Manu- 
Company has filed a formal complaint facturers Light & Heat Company. 
with the Commission alleging that Protests were filed against the issu- 
The Manufacturers Light & Heat ance of a certificate to The Manufac- 
Company has refused to render natu- turers Light & Heat Company by 
ral gas service to its Coatesville plant. Philadelphia Electric Company, East- 
The Manufacturers Light & Heat ern Bituminous Coal Association, 
Company has filed with the Commis- Western Pennsylvania Coal Opera- 
sion an application for permission to tors Association and The Pennsyl- 
serve the Coatesville plant of the Luk- vania Railroad Company. A protest 
ens Steel Company with natural gas. was originally filed by Wilkes-Barre- 
The issues in the complaint and appli- Wyoming Valley Chamber of Com- 
cation are identical. The cases were merce, which association represented 
heard together, and both will be dis- the interests of the anthracite coal in- 
posed of by this order. dustry. This protest was withdrawn. 


The Manufacturers Light & Heat Representations were made in sup- 
Company is a Pennsylvania corpora- port of the application by the city of 
tion owning and operating a natural Coatesville and various local civic or- 
gas pipe line, part of which lies in ganizations. 

East Fallowfield township, Chester The testimony clearly discloses the 
- county, about 34 miles from the Lu- willingness of both parties to enter in- 
kens Steel Company’s Coatesville to satisfactory arrangements which 
plant. The Manufacturers Light & would result in supplying the steel 
Heat Company is a subsidiary of Co- company with natural gas. The tes- 
lumbia Gas and Electric Company. timony further discloses that in the 
It purchases its natural gas from the operation of the plant, the company 
Atlantic Seaboard Corporation, also a formerly used a great deal of bitu- 
subsidiary of the Columbia Gas and minous coal. However, bituminous 
Electric Company. Natural gas is coal has been largely superseded by 
piped to the Maryland-Pennsylvania fuel oil, and there is no doubt that fuel 
state line by the Atlantic Seaboard oil will supersede bituminous coal al- 
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most entirely, regardless of the dispo- 
sition of this application. The grant 
or denial of this application, there- 
fore, will not affect the future use of 
bituminous coal in this plant. 

It is and has been the policy of the 
Commission to take into consideration 
the effect of substituting natural gas 
for anthracite or bituminous coal. 
The Commission has constantly con- 
sidered the welfare of the people of 
the coal fields, and it has expressed 
and now reiterates the opinion that 
it is not for the welfare of the com- 
monwealth to permit the introduction 
of natural gas into a territory when 
the result will be the elimination of 
the use of either anthracite or bitumi- 
nous coal. 

The important issue in this case is 
whether the economies, admittedly 
possible if this application be granted, 
would, nevertheless, produce great 
hardship upon other people in the com- 
monwealth. We think it would not. 
There is no problem in this case of the 
substitution of Pennsylvania anthra- 
cite. There is to a very limited degree 
the possibility of substituting natural 
gas for bituminous coal. However, 
we are convinced that the use of bi- 
tuminous coal by the Lukens Steel 
Company will not in any case be con- 
tinued, and will be replaced either by 
natural gas, if the instant application 
is granted, or by fuel oil if it is denied. 
We, therefore, believe that this case 
does not present a question involving 
the substitution of bituminous coal. 


It follows, therefore, that the inter- 
ests of the coal dealers and operators 
of the commonwealth will not be prej- 
udiced by the grant of this applica- 
tion, nor will its grant in any way be a 
departure from the principle we have 
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above stated with regard to the sub. 
stitution of other fuels than local coal, 

The Philadelphia Electric Com. 
pany, in protesting the grant of the 
application, urges that it has the char. 
ter power to serve gas in the territory 
of Coatesville and that the grant of 
the application would be a departure 
from the policy of noncompetition, 
In answer to this, the Philadelphia 
Electric Company does not serve nat- 
ural gas. As recognized by the su- 
perior court in its recent opinion, 
Pennsylvania Power & Light Co. vy, 
Public Service Commission (1937) 
128 Pa. Super. Ct. 195, 19 P.U.R. 
(N.S.) 433, 193 Atl. 427, there is a 
distinct difference in the business of 
serving natural gas and serving man- 
ufactured gas. Certainly, the cost of 
the commodity distinguishes their pos- 
sible usefulness, and we judicially no- 
tice that the economies which could 
be effected by a steel manufacturer 
through the use of natural gas could 
not possibly be accomplished in using 
manufactured gas. At all events, the 
charter territory of the Philadelphia 
Electric Company is not exclusive, and 
the Commission, in this case, believes 
that it is in the public interest, and not 
prejudicial to the Philadelphia Elec- 
tric Company, to permit the grant of 
this application. 


The testimony in behalf of the ap- 
plicant demonstrates the need of the 
proposed service by The Manufactur- 


ers Light & Heat Company. The 
Lukens Steel Company representatives 
testified to the necessity of effecting 
the economies which may be expected 
from the use of natural gas. The 
city of Coatesville and its residents as 
appears from the record, are largely 
dependent upon the Lukens Steel 
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Company for the continued welfare 
of the community. The company em- 
ploys between 3,500 and 5,000 em- 
ployees and has a payroll between 34 
and 6 million dollars per year. The 
use of natural gas is expected to save 
the Lukens Steel Company about 
$250,000 a year. This saving, it was 
testified, would permit it to compete 
with certain more favored companies. 
Thus it appears probable that contin- 
ued and increased business will follow 
from the proposed change-over in 
fuels. The continuation of this indus- 
try is vital to the welfare of the com- 
munity, and we believe that the record 
substantially shows that public con- 
venience and necessity require the 
granting of the instant application. In 
so deciding, the Commission does not 
change its policy of refusing to per- 
mit the substitution of natural gas 
for native coal. There will be no such 
substitution arising from the grant of 
this application. 

Because of the need for the service 
here sought and its importance to the 
company and community, we shall per- 
mit the filing of a tariff to be effective 
on ten days’ notice. The tariff when 
filed shall state rates based upon the 
volumetric method stated in cubic feet 
as registered by meter. This method 
of billing is the only one subject to 
accurate measurement and provides a 
method of billing comparable to most 
other natural gas companies in the 
commonwealth. 

The record having been fully con- 
sidered, we find and determine that 
the use of natural gas by Lukens Steel 
Company, and the supply thereof by 


The Manufacturers Light & Heat 
Company, is necessary for the service, 
accommodation, convenience, and 
safety of the public. 

Now, to wit, July 11, 1938, the 
Commission grants the application of 
The Manufacturers Light & Heat 
Company to supply Lukens Steel Com- 
pany of Coatesville, Pennsylvania, 
and its subsidiaries, natural gas to be 
used solely by Lukens Steel Company 
and its subsidiaries in its plants at 
Coatesville, Pennsylvania; such deliv- 
ery of gas to be made by The Manu- 
facturers Light & Heat Company to 
the Lukens Steel Company within the 
limits of the 100 feet of pipe-line ter- 
ritory in East Fallowfield township of 
Chester county, Pennsylvania. 

It is further ordered: That the lat- 
eral pipe line of The Manufacturers 
Light & Heat Company, the construc- 
tion of which is necessary for this 
service shall be dead-ended at the Lu- 
kens plant and service from this lat- 
eral line shall be rendered to no patron 
other than the Lukens Steel Com- 
pany, its subsidiaries or successors at 
Coatesville, Pennsylvania. 

It is further ordered: ‘That the 
Manufacturers Light & Heat Com- 
pany post and file with the Commis- 
sion, ten days before the effective date 
thereof, a tariff schedule of rates 
based on the volumetric method stat- 
ed in cubic feet as registered by meter. 

It is further ordered: ‘That the 
complaint of Lukens Steel Company 
against The Manufacturers Light & 
Heat Company be and the same is 
hereby dismissed. 
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Re Michigan Bell Telephone Company 


[T-252 38.9.] 


Rates, § 195 — Unit for rate making — Related companies — Local and long. 
distance telephone corporations. 

1, An intrastate telephone company and a parent company furnishing in- 

terstate toll service must be considered as a single company for regulatory 

purposes, and the existence of the two corporate entities must be ignored, 

when the state company is so organized and controlled as to constitute it 

a mere instrumentality, or agent or adjunct, of the parent company, p. 25. 


Discrimination, § 181 — Telephone toll rates — Interstate and intrastate service. 
2. Unwarranted discrimination against users of intrastate telephone service 
exists when higher rates are charged for intrastate calls over the lines of an 
intrastate telephone company than rates for interstate calls over the lines 
of such company and a related interstate company, if no essential differ- 
ences obtain between the rendition and value of interstate and intrastate 
toll message services and the companies by reason of intercorporate control 
are treated as a single company for regulatory purposes, p. 25. 


Discrimination, § 9 — Powers of state — Effect on interstate rates. 


3. The power of the state over utility discrimination is broad enough to 
eliminate every sort of unjust discrimination, provided only that the exer- 
cise of jurisdiction be not effective to regulate interstate rates, p. 25. 


Interstate commerce, § 79 — Powers of state Commission — Discriminatory tele- 
phone rates. 


4. The action of a state Commission, passing on intrastate telephone rates, 
in following the standard set up by Federal authority, where a Federal 
regulatory body has fixed rates for an interstate telephone company, is not 
an interference with interstate commerce, p. 25. 


Discrimination, § 11 — Powers of state Commission — Disparity between inter- 
state and intrastate rates. 


5. A state Commission has power to conform intrastate rates to interstate 
levels without making a full and complete intrastate rate case, with audits 
and appraisals, where discriminations alone are involved, and especially 
where no claim of confiscation is presented, since the issue can be deter- 
mined on the basis of unreasonable divergent charges interstate and intra- 
state for substantially the same traffic or service, p. 25. 


[June 27, 1938.] 
een of intrastate message toll telephone charges; 
conformity with interstate rates ordered. 
¥ 


By the Commission: In this pro- dressed to the Michigan Bell Tele- 
ceeding hearing has been conducted phone Company, requiring the com- 
upon the Commission’s order ad- pany to show cause why discrimina- 
25 P.U.R.(N.S.) 24 
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tions between the level of the com- 
pany’s charges for intrastate toll mes- 
sages in comparison with interstate 
charges, should not be eliminated and 
the intrastate tolls reduced to the same 
level of rates as enforced and collect- 
ed for interstate messages. Pursuant 
to this order the Commission has re- 
ceived and considered the showing 
and evidence both as presented by the 
Commission’s own staff as well as by 
the telephone company, from all of 
which the following facts and con- 
clusions are found and determined: 
[1] The Michigan Bell Telephone 
Company, hereinafter called the 
“Bell,” is engaged in the conduct of 
telephone business in the state of 
Michigan, as a corporation organized 
under the laws of this state, with a 
capital stock of 1,250,000 shares of 
which 1,249,900 shares at least, are 
owned by the American Telephone 


and Telegraph Company, a corpora- 
tion organized under the laws of the 
state of New York, having its princi- 
pal headquarters at 195 Broadway, 
New York city, New York, which 
company is hereinafter designated 


“Long Lines Company.” The latter 
actually has the direct control of the 
Bell through foregoing stock owner- 
ship, and, as heretofore determined 
by the Michigan supreme court in 
People ex rel. Attorney General v. 
Michigan Bell Teleph. Co. 246 Mich. 
198, P.U;R.1929R, 455,: P.U.R. 
1929E, 27, 224 N. W. 438, the Bell is 
so organized and controlled by the 
Long Lines Company as to constitute 
the Bell the mere instrumentality or 
agent or adjunct of the Long Lines 
Company so that the separate exist- 
ence of the two corporate entities must 
be ignored and the two corporations 


considered, for regulatory purposes, 
as but a single company. 

In these proceedings the Bell has 
admitted before the. Commission that 
no change in its relation with the 
Long Lines Company has been made 
since the decision in 246 Mich. 198, 
supra. Accordingly that decision is 
still binding upon the companies and 
is applicable to the present record. 

[2-5] The Bell operates the largest 
and most extensive local telephone ex- 
change service within the state over a 
territory comprising at least one-half 
of the state’s entire area and general- 
ly scattered over such area to include 
some 260 local exchanges and most of 
the important population centers of 
the state. This company also operates 
substantially all of the intrastate long- 
distance toll service within state bor- 
ders, except as operated by the Union 
Telephone Company, the Tri-County 
Telephone Company, and the Michi- 
gan Associated Telephone Company, 
which are the only other companies 
having substantial amounts of long- 
distance lines. 

In addition to Bell’s toll line facili- 
ties which cover the state quite thor- 
oughly as shown in Exhibit 18, the 
Long Lines Company (for presum- 
able use in its interstate communica- 
tions) owns and operates its separate 
trunks and toll line facilities within 
Michigan covering generally the entire 
outline of the Lower Peninsula and 
of the west half of the Upper Penin- 
sula, all as shown in Exhibit 22. But 
Long Lines has only some thirty so- 
called absorption points or localities 
along its routes, where interstate toll 
messages are received from or deliv- 
ered to the Michigan companies, in 
origination or completion of calls. The 
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Long Lines Company does not own 
or supply exchange telephone equip- 
ment to the customer or subscriber, i. 
e., stations, so-called, but the Bell 
Company within its particular terri- 
tory and the other independent compa- 
nies of the state within their particular 
territories, supply stations and ex- 
change connections to telephone sub- 
scribers and have exclusive business 
relations with such subscribers for 
both the local exchange and message 
toll services. 

The separate toll lines and trunks 
of the Long Lines Company largely 
parallel the Bell lines either along the 
same poles of open wire, or in the 
same or adjacent cables for cable serv- 
ice. In many instances separate nomi- 
nal ownership of their lines and fa- 
cilities is maintained between these 
companies, but in many cases inter- 
company leasing or joint use arrange- 
ments are utilized, where each com- 
pany has the benefit of the other’s fa- 
cilities. But-the record is clear that 
there are no essential differences in the 
character of the physical facilities of 
these two companies within the state 
of Michigan, except as Bell exclusive- 
ly owns the subscribers’ stations and 
local exchange lines. 

In a single instance, at Detroit, Long 
Lines Company has an operating per- 
sonnel of its own particular employ. 
Elsewhere, all toll traffic operations, 
both interstate and intrastate, are per- 
formed by personnel employed by the 
Bell, which company also provides 
most of the maintenance and construc- 
tion for both companies, Long Lines 
having only an estimated thirty or forty 
employees for its entire outside crew 
in Michigan, as compared with some 
25 P.U.R.(N.S.) 


3,700 plant employees for the Bell. 

As between Bell and Long Lines, 
most of the interstate messages are 
carried by latter except when origi- 
nating or terminating at particular 
Bell exchanges, some 230 in number 
which are not reached by the Long 
Lines circuits. In these cases as well 
as in the cases of exchanges of inde. 
pendent companies other than the Un- 
ion Company and a few other large 
independents, the toll messages are 
carried to or from Long Lines circuits 
by means of Bell facilities and the mes- 
sage revenues remaining after deduc- 
tion of local company’s originating 
commission, are divided between Bell 
and Long Lines in proportion to their 
pro rata share of the haul. 


One important exception to the ex- 
clusive transmission by Long Lines 
Company of interstate messages 
should be mentioned, which consists 
of so-called privileged business. In 
the Dominion of Canada and each of 
the states adjacent to Michigan, such 
as Ohio, Indiana, Illinois, and Wis- 
consin, the Long Lines Company has 
subsidiary operating companies simi- 
lar to the Michigan Bell, which are 
generally referred to as “associated 
companies.” Associated companies 
operate the local exchange business in 
these adjacent states and Canada and 
also the intrastate or intraprovince 
toll business. Privileged business is 
a classification of interstate business 
and international business with Can- 
ada, not completed over the nominal 
facilities of the Long Lines Company 
but rather completed over the separate 
but connected facilities of adjacent 
associated companies. 

In Michigan, as appears by Exhibit 
24, there are some sixty-four cities 
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and towns scattered over all the state 
from which the Michigan Bell is privi- 
leged by Long Lines to perform and 
complete an interstate message service 
in conjunction with the use of the ad- 
jacent facilities of the Ohio, Indiana, 
Illinois, and Wisconsin Bell Compa- 
nies, and with the Bell Company of 
Canada. From each of these Michi- 
gan points definitely scheduled points 
in surrounding states and Canada have 
been selected between which these priv- 
ileged calls are handled and completed 
exclusively over the facilities of the 
associated companies. For instance, 
Niles, Michigan, is a privileged point 
with some twenty-seven specifically 
designated points in Indiana located 
upon the lines of either the Illinois or 
Indiana Bell Telephone Company; 
also with Marinette, Wisconsin, up- 
on the lines of the Wisconsin Tele- 
phone Company, and with all points in 
the Provinces of Ontario (except Fort 
Williams) and Quebec upon the lines 
of the Bell Telephone Company of 
Canada. Exhibit 24 is a detailed 
statement of all of these various privi- 
leged points and comprises some thir- 
ty-three pages in stating the same. In 
the conduct of its so-called privileged 
interstate business with adjacent as- 
sociated companies, the Michigan Bell 
charges rates for the haul performed 
upon Bell’s own lines at the same level 
as prescribed in the Long Lines Com- 
pany’s tariffs, so that in this particu- 
lar the Bell is guilty of discrimination 
in the varying charges it makes for 
like services. 


The larger part of the toll service, 
both interstate and intrastate, com- 
prises message tolls of the so-called 
long-distance individual calls. But 
there are additionally several other 


types of service rendered, called pri- 
vate line services, consisting of the 
supply of private telephone lines, pri- 
vate teletypewriter lines, so-called 
Morse service, program transmission, 
etc. For all of these additional toll 
services, excepting only message calls, 
the same level of rates is charged by 
both companies, the Michigan Bell and 
Long Lines, without distinction as be- 
tween interstate and intrastate serv- 
ices. Prior to 1926 the same rate of 
message tolls generally, was charged 
by Long Lines interstate as charged 
by Bell intrastate. 

But with respect to the message toll 
business since year 1926, including 
particularly the  station-to-station 
message rates and person-to-person 
message rates, two different levels of 
charges have been and are now en- 
forced by the Bell and Long Lines 
Companies for toll calls in excess of 
42 miles air-line distance. Thus, on 
station-to-station day rates for an in- 
itial period of three minutes, com- 
mencing at 43 miles and continuing to 
56 miles of message haul, the Bell rate 
intrastate is 5 cents higher per mes- 
sage than Long Lines rate interstate, 
and from 57 miles to 72 miles is 10 
cents higher; from 73 to 90 miles is 
15 cents higher; from 91 to 96 miles 
is 20 cents higher; from 97 to 100 
miles is 15 cents higher; from 101 to 
110 miles is 20 cents higher ; from 111 
to 112 miles is 25 cents higher. And 
for message hauls in excess of these 
distances, the rate varies from 15 cents 
to 30 cents higher intrastate than for 
comparable lengths of interstate mes- 
sages. The same general disparity ap- 
plies between person-to-person day 
rates and to a lesser extent to all night 
rates as well. 
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The present level of intrastate mes- 
sage toll rates was fixed by the order 
of this Commission on August 14, 
1936, effective September 10, 1936, 
but subsequently thereto the present 
scale of interstate message rates for 
Long Lines Company was established 
and made effective pursuant to order 
of the Federal Communications Com- 
mission to the particular levels indicat- 
ed in Exhibit 3 in these proceedings, 
by which schedules becoming effective 
January 15, 1937, rates for interstate 
long-distance tolls are now deter- 
mined, 

The record in these proceedings is 
clear and undisputed that the present 
level of interstate toll rates on mes- 
sage calls as now in effect for Long 
Lines business, was prescribed by or- 
der and direction of the Federal Com- 
munications Commission, which is the 
Commission having jurisdiction under 
acts of the National Congress of tele- 
phone rates interstate. No claim is 
made by Bell that the rate level inter- 
state as thus prescribed is unreason- 
able or confiscatory. On the contrary 
that level was accepted not only by the 
Long Lines but also by Michigan Bell 
as one of the concurring carriers. 
(Exhibit 3, “First Revised, page 4.”’) 
There is therefore no issue in this 
proceeding as to such reasonableness 
and this Commission can properly as- 
sume that reasonableness accordingly. 

But as noted above, there is consid- 
erable discrepancy between the levels 
of message rates between the inter- 
state and intrastate tolls as charged 
the public by the same utility, and the 
question is now presented as to wheth- 
er a prohibited discrimination under 
applicable Michigan law has thereby 
resulted. 
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Particularly in § 11703 of the 1929 
Compiled Laws of Michigan, it is pro. 
vided : 

“If any telephone company doing 
business within this state shall direct. 
ly or indirectly by any special rate, re. 
bate, drawback, or other device charge, 
demand, collect, or receive from any 
person a greater or less com. 
pensation for any service rendered, 
furnished, or performed than it charg. 
es, demands, collects, or receives from 
any other person or persons 
for rendering, furnishing, or perform. 
ing for him or them a like contempo- 
raneous service, such telephone com-§ 
pany shall be guilty of unjust discrim- 
ination which is hereby prohibited 
and declared to be unlawful.” 

And in § 11704, it is provided: 

“Tt shall be unlawful for any tele. 
phone corporation doing business 
within this state, to make or give any 
preference or advantage to any per- 
son, co-partnership, corporation, or 
locality, or subject any person, co- 
partnership, corporation, or locality to 
any prejudice or disadvantage in any 
respect whatever.” 

So far as the characteristics of the 
toll service performed by each the 
Bell and the Long Lines companies 
within Michigan territorial limits are 
concerned, all the witnesses for the 
company admit that no difference 
whatever to the patrons exists in the 
value of the service between the two 
types of call, interstate or intrastate. 


See the following by Mr. Goodman, 
the Bell Company’s revenue engineer: 


Q. There is no essential difference 
in the service, the physical service that 
is rendered between the Long Lines 
interstate service, and the intrastate 
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service of the particular subsidiary 
company, so far as the patrons are 
concerned who are receiving and us- 
ing the service, is there? 

A. That is right. 
grade of service. 


It is the same 


Similar or identical facilities with- 
out distinction in kind are required 
and used to provide toll service, both 
interstate and intrastate, at least so 
far as properties within the state of 
Michigan are concerned. 

The new and more efficient carrier 
current system capable of transmitting 
and receiving twelve simultaneous 
messages On varying radio frequen- 
cies over a single pair of wires is just 
as useful and adaptable for service in 
Michigan as for interstate service, the 
only limitation being that use of this 
equipment is not generally economical, 
on account of disproportionate cost of 
terminal facilities for circuits of less 
than 50 to 60 miles in length. But in 
Michigan much greater lengths of 
message haul are frequent and indeed 
usual and many such carrier current 
circuits have already been installed. 
Mr. Foulkrod, Bell’s plant extension 
engineer, says of these facilities: 


Q. And the same considerations 
apply to your intrastate telephone and 
toll business in this state as apply to 
the rendition of service by the Long 
Lines interstate; in other words, you 
do not have any greater facilities in 
the form of carrier circuits for the A. 
T. & T. rendition of service interstate 
in Michigan than you have for the 
Michigan Bell rendition of service on 
intrastate tolls, intrastate calls? 

A. Well, I do not know exactly 
what the relative proportions are, but 
I think they are substantially the same. 


Q. Substantially they are the same? 
A. Substantially the same, yes, sir. 


Operating costs for both types of 
service within Michigan borders are 
exactly the same, for practically the 
whole of the interstate operating 
within the state is performed by the 
Bell’s own personnel, and by far the 
largest part of Long Lines mainte- 
nance work is also performed by Bell 
employees, for which services Long 
Lines is charged at Bell’s actual 
costs, as nearly as the same can be 
calculated. When discussing operat- 
ing costs for particular calls Mr. 
Goodman also stated that he could 
think of no reasons for any cost dif- 
ferences in handling interstate calls 
by Long Lines as compared with costs 
for similar length of hauls intrastate 
within Michigan limits. 

And so far as terminal facilities 
generally are required, the situation is 
exactly the same for both interstate 
as for intrastate service. A compre- 
hensive national interstate toll serv- 
ice requires for its use every available 
Michigan exchange board for message 
origin and outlet points, just the same 
as required for intrastate service. See 
the following by Mr. Goodman: 


Q. Now, actually, the Long 
Lines department reaches every city, 
village, and population center of any 
substantial size all over its operating 
territory throughout the several states, 
doesn’t it? 

A. That is right. 

Q. And the Long Lines department 
requires the same frequency in distri- 
bution of actual physical terminal 
plant that is required for a similarly 
comprehensive toll service intrastate 
in any given state, does it not? 
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A. That is right, sir. 


The fact that Long Lines average 
length of message haul is 228 miles 
interstate as compared with 30.9 miles 
for intrastate tolls in Michigan, infer- 
ring a proportionately lower terminal 
expense per interstate message, is of 
no real significance. All existing 
termini are required for both service 
alike. Nor has it been shown any- 
where in the record that rates for par- 
ticular messages are constructed on 
the basis of corresponding message 
costs. On the contrary, toll rates are 
said to be established on an over-all 
basis to contribute toward an aggre- 
gate return needed for the entire sys- 
tem, toll and exchange, without con- 
sideration of particular cost factors 
entering into or relevant to particular 
services. Mr. Goodman stated that 
“it is impossible to determine how 
much of each one of these items of 
cost (e. g., equipment use, personnel 
time, plant maintenance, billing serv- 
ice, etc. enters into a 50-mile message 
or 100-mile message.” 

The most impressive points on first 
view, of possible distinction in char- 
acteristics between interstate and in- 
trastate toll service which have been 
urged upon the Commission, are those 
presented by the exhibits showing the 
burden upon the Michigan Bell for 
the so-called tributary circuits and also 
showing the comparative greater use 
by Long Lines of large capacity cir- 
cuit groups. The tributary circuits of 
the local company are those leading 
from the more important local ex- 
changes to the surrounding smaller 
communities, such as the circuits from 
each of the exchanges of Marquette, 
Grand Rapids and Jackson, and possi- 
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bly other points, to the surrounding 
territories respectively. 

The exhibits indicate lower efficient 
uses of these tributary circuits than 
for the other toll circuits of the local 
company, and inferentially, higher 
operating costs. But as stated above, 
these tributary circuits are just as es- 
sential for the Long Lines interstate 
service as for the service which is par- 
ticularly assigned to the Michigan 
Bell. For the reason that these two 
companies must be treated in law as 
a single enterprise, no good reason 
suggests itself to the Commission why 
the local company, more than Long 
Lines, should be penalized by the ex- 
istence of these tributaries. 

With respect to the showing that 
Long Lines by reason of volume of 
traffic between larger population cen- 
ters of the country is enabled to utilize 
a greater proportion of large sized cir- 
cuit groups than does the Michigan 
Bell, and thus inferentially enjoy low- 
er operating costs, the answer to this 
argument is simply this—that the 
same considerations, if valid, would 
require a variable interstate _ toll 
charge by Long Lines for its message 
hauls in the sparser territory of the 
Michigan region as compared with ter- 
ritory of greater traffic density, all as 
now claimed for the Bell’s intrastate 
business in Michigan. But no such 
difference in toll rates of the Long 
Lines appropriate to difference in traf- 
fic density between various sections of 
the country is recognized. On the 
contrary Long Lines Company charg- 
es message rates which are uniform all 
over the nation without regard for 
variable populations or traffic densi- 
ties within the different regions of the 
country. For example, rates inter- 
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state for message hauls completed be- 
tween points in Wisconsin and Michi- 
gan Upper Peninsula, through sparse- 
ly populated areas, are no higher pro- 
portionately than between New York 
and Philadelphia where Long Lines 
presumably enjoys much greater vol- 
ume of traffic. Thus Exhibit 3 shows 
a rate scale for varying lengths of 
message hauls from 36 to 3,120 miles 
of distance. Exhibit 9 shows the 
method of applying these rates 
throughout the United States by means 
of a block and section system cover- 
ing the country. Blocks are 7 miles 
square and sections containing 25 
blocks are 35 miles square. The rate 


distance between rate centers which 
are 40 miles or less direct air-line dis- 
tance from each other, is the direct 
air-line distance between the two 
points as scaled on maps of each of 
the states, including 40 miles of ad- 


jacent border area. For centers more 
than 40 miles distant, the block and 
section system is used with rates de- 
termined by air line between block cen- 
ters where particular rate centers are 
located, up to 350 miles distance, and 
exceeding that distance are determined 
by air-line distance between section 
centers. This method is uniform for 
the entire country, for interstate 
tolls, and considerations of traffic den- 
sity and efficient use of circuits are 
considered by Long Lines inapplicable 
to determination of particular rates. 
For the same reason this Commission 
cannot accept such considerations as 
relevant factors for differentiation be- 
tween the interstate and intrastate 
business of the same utility within this 
state. Incidentally in this general 
connection Bell carries its separate in- 
trastate portion of interstate messages 


from its origin or destination office to 
Long Lines absorption point for a 
prorata of the total line haul calcu- 
lated on the lower interstate rate level. 
For this pro rate Bell in substantial 
portion of its entire interstate busi- 
ness accepts a compensation at a les- 
ser rate than for its own similar length 
of hauls intrastate. And thus for 
what the company concedes to be an 
identical service in either case, it 
charges and receives different rates of 
compensation. 

From all the foregoing the conclu- 
sion is clear that no essential differ- 
ences obtain between the rendition and 
value of interstate and intrastate toll 
message services, but under these two 
rate schedules we find subscribers pay- 
ing substantially higher rates for mes- 
sages in excess of 42 miles completed 
in Michigan, as compared with mes- 
sages of similar length completed 
across the Ohio, Indiana, Illinois, and 
Wisconsin state lines. A station-to- 
station day message rate call from 
Grand Rapids to Detroit over an air- 
line distance of 143 miles is 90 cents 
for the initial 3-minute period, where- 
as the rate of cal! from Grand Rapids 
to Toledo, Ohio, over an air-line dis- 
tance of 142 miles is 65 cents. Simi- 
larly, the charge from Muskegon to 
Detroit, 180 miles, is $1, but the 
Muskegon to Toledo charge over a 
distance of 179 miles is only 75 cents. 
From Cadillac to Detroit, 184 miles, 
the charge is $1, but from Cadillac to 
South Bend, Indiana, a like distance, 
the charge is only 80 cents. From 
Alpena to Monroe, 220 miles, the 
charge is $1,10, but from Alpena 
to Toledo, over the same facilities 
passing through Detroit but ex- 
tending to a distance of 233 miles, the 
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charge is 90 cents. From Clare to 
Monroe, 156 miles, the charge is 95 
cents, but from Clare to Toledo, 164 
miles, the charge is only 75 cents, and 
hundreds of like instances could be 
enumerated. The additional revenue 
which Bell collects annually from its 
patrons for intrastate message tolls is 
some $550,000 over and above the 
revenues otherwise payable if charged 
at interstate levels. 

These discriminations in higher 
tolls for Michigan not only exact un- 
warranted charges from patrons as 
above indicated, but also adversely af- 
fect Michigan business subscribers, as 
compared with the more advantageous 
situation of their outstate competitors. 
Representatives of lumber dealers, 
grain, and commission merchants be- 
fore the Commission cited their exten- 
sive use of telephone in consummating 
business deals and made a most im- 


pressive showing as to the advantages 
of their competitors from such points 
as Cleveland and Toledo, Ohio, and 
various points in Indiana, including 
Elkhart, Goshen, and South Bend, and 
also from Chicago, Illinois, and Mil- 


waukee, Wisconsin. From all these 
points business men outside of Michi- 
gan are able to reach Michigan mar- 
kets by telephone at substantially lesser 
proportionate cost than our Michigan 
merchants must pay to reach the same 
points from equally distant Michigan 
origins. These considerations not 
only penalize particular Michigan busi- 
ness men, but also tend to divert a 
great deal of business normally belong- 
ing to this state, to our outstate com- 
petitors. 

There is no question under the pres- 
ent record but that this is a discrimi- 
nation of an injurious character to the 
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Michigan public and unreasonable un. 
der our statute, and there only remains 
the point as to what a state utilities 
Commission can do about the matter. 
Because the discrimination is one 
which exists between interstate and 
intrastate rates and commerce, it has 
been urged upon this Commission that 
the situation is beyond power of state 
authorities to remedy. But upon care- 
ful consideration of both the Federal 
and various state precedents, it is 
found to be well established that the 
power of the several states over utility 
discrimination is broad enough to 
eliminate every sort of unjust discrimi- 
nation, provided only that the exercise 
of jurisdiction be not effective to reg- 
ulate interstate rates. Where a Fed- 
eral regulatory body has fixed rates 
interstate for a utility subject to that 
body’s regulation, the subsequent ac- 
tion of a state Commission in follow- 
ing the standard set by Federal au- 
thority is not an interference with in- 
terstate commerce. Thus, in Houston, 
E. & W. T. R. Co. v. United States 
(1914) 234 U.S. 342, 58 L. ed. 1341, 
34 S. Ct. 833, opinion by Mr. Justice 
Hughes, the following is stated at p. 
354: 


“Tt is manifest that the state can- 
not fix the relation of the carrier’s in- 
terstate and intrastate charges with- 
out directly interfering with the for- 
mer, unless it simply follows the stand- 
ard set by Federal authority. This 
question was presented with respect to 
the long and short haul provision of 
the Kentucky Constitution, adopted in 
1891, which the court had before it in 
Louisville & N. R. Co. v. Eubank 
(1902) 184 U. S. 27, 46 L. ed. 416, 
22 S. Ct. 277.” 

In the Eubank Case, supra, at p. 41 
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of 184 U. S., cited by Justice Hughes, 
the law is stated : 

“It has been urged that, assuming 
Congress to have the power to fix in- 
terstate rates, if that body should pre- 
scribe the interstate rate for the trans- 
portation of commodities (tobacco, for 
instance) from Nashville to Louis- 
ville, for a railroad carrier, that the 
state might then fix the local rates by 
that standard, and if so, why could 
it not do the same thing when the car- 
rier itself fixed its interstate rate? In 
the case supposed, the rate is fixed and 
the interstate commerce regulated by 
the body which has the power to im- 
pose such rate on the carrier and to 
regulate its interstate commerce. The 
state might, in the case supposed, en- 
act that the road should not charge 
more, or at a greater rate, for a short 
haul within the state than Congress 
provided for the long interstate haul. 
The reason is that Congress in the case 
presented is assumed to have the pow- 
er to direct and regulate the interstate 
rate, and having that power and ex- 
ercising it the state could then pro- 
vide that its internal charge should 
not exceed that rate, and there would 
be in that case no interference with or 
tegulation of interstate commerce di- 
rectly or indirectly by the state, its ac- 
tion could have no possible effect up- 
on the interstate rate, as the amount 
of the charge would be regulated by 
the body with which the right of regu- 
lation exists.” 

Following the authority of these de- 
cisions, many state courts and Com- 
mission have undertaken under situa- 
tions like the present, to eliminate dis- 
crimination in intrastate utility rates 
predicated on comparison with similar 
rates interstate. See Re Long Island 


[3] 


R. Co. (1936) 15 P.U.R.(N.S.) 515, 
522, where discriminations in rail- 
road rates between intrastate charg- 
es of the Long Island Railroad Com. 
pany higher than its interstate charg- 
es as fixed by the Interstate Commerce 
Commission were corrected by the 
state Commission under discrimina- 
tory provisions of New York law simi- 
lar to our Michigan law. The Com- 
mission said: 

“This Commission is well aware 
that it has no power or jurisdiction to 
regulate either directly or indirectly 
interstate fares and that our powers 
are strictly limited to the elimination 
of abuses resulting from fares 
charged or collected between points 
within this state. However, it is evi- 
dent that a direction that a common 
carrier establish on intrastate traffic the 
same basis of fares as has been found 
reasonable for interstate traffic is in 
no way a direct or indirect regulation 
of interstate commerce. The discrimi- 
nation and preference would be re- 
moved not by changing the interstate 
fares but solely by changing the intra- 
state charges. 

“Some thirty-five years ago the 
question of the right of the state to 
require the elimination of discrimina- 
tory rates resulting from the charg- 
ing of higher rates for intrastate traf- 
fic than that charged for interstate 
transportation was passed upon by the 
United States Supreme Court in 
Louisville & N. R. Co. v. Eubank 
(1902) 184 U. S. 27, 41, 46 L. ed. 
416, 22 S. Ct. 277. In that case the 
interstate rate had been voluntarily 
established by the railroad company, 
and the court held that the indirect 
effect of the state’s requirement that 
the intrastate rate be similar to the in- 
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terstate rate was a regulation of in- 
terstate commerce and that such indi- 
rect regulation was illegal. The court, 
however, was careful to point out that 
if the interstate rate had been fixed 
by Congress no such result would fol- 
ae 

“This hypothetical case [i. e., where 
interstate rates had been fixed by Fed- 
eral authority] discussed by the Su- 
preme Court, is exactly the situation 
here presented. The Interstate Com- 
merce Commission has fixed the inter- 
state fare. These fares must be pre- 
sumed to be just and reasonable, and 
having been so established, this Com- 
mission is authorized to require that 
intrastate rates be established on the 
same basis.” 

In the instant case the Federal Com- 
munications Commission has estab- 
lished the interstate message rates 
which are now to be followed by this 
state Commission as standard for in- 
trastate rates, so that this case also 
falls clearly within the Federal rule 
just cited. And under this rule, the 
Pennsylvania Public Utility Commis- 
sion has already ordered elimination 
of discriminations in Bell intrastate 
toll rates in Pennsylvania as resulting 
from a rate level higher than that es- 
tablished interstate by the Federal 
Communications Commission as above 
stated. Public Utility Commission v. 
Bell Teleph. Co. (1938) 23 P.U.R. 
(N.S.) 173. 

Other cases to like effect include 
Atchison, T. & S. F. R. Co. v. State, 
85 Okla. 223, P.U.R.1922D, 450, 206 
Pac. 236, where the court as indicated 
in the third syllabus held the follow- 
ing: 

“When the interstate freight rates 
put into effect by the Interstate Com- 
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merce Commission are materially low. 
er for the same length of haul on the 
same class of commodities than the 
intrastate rates made under the orders 
of the Corporation Commission, this 
constitutes such a discrimination that 
it is the duty of the Corporation Com. 
mission to remove it by readjusting 
the rates.”’ 

This holding was later followed by 
the Oklahoma supreme court in Atchi- 
son, T.& S. F. R. Co. v. State (1928) 
130 Okla. 263, 267 Pac. 253. In Re 
New York Teleph. Co. P.U.R.1930E, 
461, the New York Public Service 
Commission reduced the New York 
Telephone Company’s intrastate toll 
rates to the Long Lines interstate lev- 
el, and this decision, as we are in- 
formed, was not appealed or other- 
wise reviewed by the company. 

In opposition to the foregoing au- 
thorities the Bell in the instant case 
has cited, Smith v. Illinois Bell Teleph. 
Co. (1930) 282 U.S. 133, 144, 75 L. 
ed. 255, P.U.R.1931A, 1, -51 S. &. 
65, wherein the U. S. Supreme Court 
required the Illinois Commission, in 
appraising the telephone utility and 
fixing a complete and entirely new 
rate structure, to separate intrastate 
from interstate plant and give sepa- 
rate consideration to each of these 
phases of the business in prescribing 
intrastate rates. This decision is urged, 
as a conclusive restraint against state 
Commission action to conform intra- 
state rates to interstate levels, except 
possibly upon full and complete intra- 
state rates case hearing, with audits, 
appraisals, etc. 

We do not think that such restraint 
necessarily follows, at least in a case 
where discriminations alone are in- 
volved. In discrimination cases, and 
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RE MICHIGAN BELL TELEPHONE CO. 


especially where no claim of confisca- 
tion is presented, the issue can be de- 
termined on the basis of unrea- 
sonable divergent charges interstate 
and intrastate for substantially the 
same traffic or service. See the 
following from Illinois Commerce 
Commission v. United States (1934) 
292 U. S. 474, 483, 78 L. ed. 1371, 
54S. Ct. 783: “Where the conditions 
under which interstate and intrastate 
traffic move are found to be substan- 
tially the same with respect to all fac- 
tors bearing on the reasonableness of 
the rate, and the two classes are shown 
to be intimately bound together, there 
is no occasion to deal with the reason- 
ableness of the intrastate rates more 
specifically, or to separate intrastate 
and interstate costs and revenues.” 

At this point it should be noted that 
the Bell in response to our show cause 
order has not made any claims what- 
ever that the interstate rate level for 
its intrastate toll business would pro- 
duce confiscation, or even reduce the 


} return on either the separate toll busi- 


ness or aggregate of its entire business 
below compensatory limits. As a mat- 
ter of fact, after making adjustment 
for income tax savings, the net loss 
in revenue thus contemplated by ad- 
justment of toll levels, figured on basis 
of 1938 business, is only $465,000 out 
of a total toll service revenue of $7,- 


924,865. 


Wherefore, upon full consideration 
of all the foregoing matters, the Com- 
mission finds and determines that— 

(a) The Michigan Bell Telephone 
Company is the mere adjunct, instru- 
mentality, and device of the Ameri- 
can Telephone and Telegraph Com- 
pany, a New York corporation, by 
which latter substantially all of the 


Bell Company’s capital stock is entire- 
ly owned, and its business and affairs 
wholly dominated and controlled, and 
that said companies together consti- 
tute but a single telephone utility, 
which is subject in its intrastate busi- 
ness and functions within Michigan 
to the regulatory control of this Com- 
mission. 

(b) That said utility in rendering 
and furnishing an intrastate toll mes- 
sage telephone service within the state 
of Michigan furnishes a service which 
is like and contemporaneous to that 
furnished by said utility in the inter- 
state transmission of telephone long- 
distance messages to and from points 
within Michigan limits, for which in- 
trastate service said utility charges, 
demands, collects, and receives from 
its patrons a greater rate of compen- 
sation than charged, demanded, col- 
lected, or received from patrons for 
such interstate toll message service. 

(c) Said utility in its continued 
practice of charging different and 
higher rates for toll message service 
over distances of more than 42 rate 
miles within the state of Michigan 
than charged for comparable distances 
between points in Michigan and points 
in other states is an unreasonable and 
unjust discrimination under the pro- 
visions of Act 206 of the Michigan 
Public Acts of 1913, as amended ; that 
said practice is unduly prejudiciai to 
patrons utilizing intrastate message 
service, and unduly preferential to 
patrons utilizing interstate message 
service to the extent that said intra- 
state message tolls exceed or may ex- 
ceed message toll rates constructed on 
the same basis as the interstate mes- 
sage tolls for the same or comparable 
distances. 
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Therefore, it is ordered that 

1. Effective 12:01 a. m. August 1, 
1938, the intrastate toll message rates 
of the Michigan Bell Telephone Com- 
pany, including station-to-station and 
person-to-person, both day, night, and 
Sunday rates and report charges be 
reduced to the same rate level charged 
and established by the said American 
Telephone and Telegraph Company 
and Michigan Bell Telephone Com- 
pany under their established rate and 
mileage schedule for message toll tele- 
phone service interstate from and to 


points within Michigan limits for 
similar classes of service. 

2. Within a reasonable period fol- 
lowing receipt of the certified copy of 
this order, but not later than July 20, 
1938, the Michigan Bell Telephone 
Company shall make and file with this 
Commission its telephone tariff modi- 
fications to comply with this order. 

3. This Commission hereby specific- 
ally reserves unto itself jurisdiction 
of this matter and the right to make 
such other or further order or orders § 
herein as shall be deemed necessary 
and advisable. 
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Re Albany Lighting Company 


[Docket Nos. IT-5484, IT-5485.] 


Return, § 11 — Basis — Investment. 


1. An electric company is entitled to a fair return on its net investment 
less accrued depreciation and plus requirements for working capital, p. 37, 


Return, § 87 — Electric utility. 


2. An electric utility was allowed a 6 per cent return, p. 37. 
[July 20, 1938.] 


| saptaeshares: er of electric rates by Federal Power Commission; 


rate reduction ordered. 


By the Commission: It appearing 
to the Commission that: 

(a) On August 14, 1937, the vil- 
lage of Albany, Illinois, filed a com- 
plaint with the Federal Power Com- 
mission alleging that the wholesale 
rates charged for electric energy sold 
and delivered to it by Albany Lighting 
Company were excessive and unrea- 
sonable. On September 7, 1937, the 
Federal Power Commission, upon its 
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own motion, instituted an investiga- 
tion to determine whether rates and 
charges made, demanded, or received 
by Albany Lighting Company, for or 
in connection with the transmission or 
sale of electric energy to the village 
of Albany, Illinois, and rules and reg- 
ulations affecting or pertaining to such 
rates or charges, were just and rea- 
sonable. By the same order of inves- 
tigation, the Commission instituted an 
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RE ALBANY LIGHTING CO. 


inquiry to determine whether the rates 
and charges made, demanded, or re- 
ceived by Interstate Power Company, 
for or in connection with the trans- 
mission or sale of electric energy to 
Albany Lighting Company, and rules 
and regulations affecting or pertaining 
to such rates or charges, were just and 
reasonable. On October 13, 1937, 
respondent answering the complaint 
of the village of Albany denied that 
the rates or charges assessed and col- 
lected from the village of Albany for 
electric energy were unreasonable or 
excessive ; 

(b) On March 1, 1938, the Com- 
mission ordered that a hearing be held 
on March 28, 1938, upon the com- 
plaint of the village of Albany, Illi- 
nois, and at the same time assigned 
for hearing all matters involved in the 
investigation instituted by the Com- 


mission, upon its own motion, under 
date of September 7, 1937, in so far 
as said investigation pertained to the 
rates and charges made, demanded, or 
received by Albany Lighting Compa- 
ny, for or in connection with the sale 
of electric energy to the village of Al- 


bany, Illinois. In accordance with 
this order of the Commission, the 
hearing was duly held in Chicago, Illi- 
nois, on March 28, 1938, before an ex- 
aminer of the Commission; 


(c) At the hearing on March 28, 
1938, the village of Albany, Illinois, 
offered testimony and evidence in sup- 
port of the allegations of its com- 
plaint, the respondent, Albany Light- 
ing Company, offered testimony and 
evidence in support of the rates and 
charges assessed and collected by it 


@ for electric energy sold and delivered 


to the village of Albany, Illinois, and 
the Federal Power Commission, by 


accounting and engineering witnesses, 
introduced evidence and testimony set- 
ting forth the results of its investiga- 
tion of the property of the Albany 
Lighting Company, as well as its ex- 
amination of the books, records, and 
accounts of che company. ‘The re- 
spondent, Albany Lighting Company, 
having been afforded full opportunity 
to cross-examine witnesses appearing 
on behalf of the village of Albany, II- 
linois, and the witnesses appearing on 
behalf of the Federal Power Commis- 
sion, and having been granted oppor- 
tunity to submit testimony and evi- 
dence to rebut testimony and evidence 
introduced on behalf of the complain- 
ant, as well as testimony and evidence 
introduced by witnesses on behalf of 
the Federal Power Commission, the 
hearing was concluded, an opportunity 
extended to all parties to file briefs 
and the record closed. Thereafter, 
counsel for Albany Lighting Com- 
pany filed a brief dealing with some of 
the issues presented for considera- 
tion. 

[1,2] The Commission, having ex- 
amined and considered all the testi- 
mony and evidence introduced at the 
hearing held in this cause, finds that: 

(1) Albany Lighting Company is 
a corporation organized and existing 
under the laws of the state of Iowa 
and owns and operates a transmission 
line located entirely within the state 
of Iowa and extending from a con- 
nection with Interstate Power Com- 
pany at a point south of Clinton, Iowa, 
to the mid-channel of the Mississippi 
river where it connects with transmis- 
sion facilities owned and operated by 
the village of Albany, Illinois. Elec- 
tric energy sold and delivered by Al- 
bany Lighting Company to the village 
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of Albany is generated by Interstate 
Power and Light Company in the state 
of Iowa and transmitted by the gen- 
erating company over its own lines to 
the connection with Albany Lighting 
Company at which point the energy 
sold to Albany Lighting Company is 
metered by Interstate Power Compa- 
ny. The transmission line of Albany 
Lighting Company consists of a sin- 
gle phase, 2,500-volt transmission 
line, approximately 1.9 miles in length 
originally constructed during the year 
1916 and placed in service in Janu- 
ary, 1917; 

(2) The construction of said trans- 
mission line was financed by the sale 
of 80 shares of common stock at $25 
per share and a bank loan in the 
amount of $325, later repaid out of 
earnings. The total investment of 


the respondent, Albany Lighting Com- 


pany, in property dedicated to public 
service and used in the transmission 
of electric energy to the village of Al- 
bany, as determined from its books 
and records as of November 30, 1937, 
was $3,187.83. All additions and 
betterments to the property of Albany 
Lighting Company from the time the 
line was placed in service to the date 
of hearing were financed out of earn- 
ings. The record shows that accrued 
depreciation in the property as of No- 
vember 30, 1937, was $945.59, leav- 
ing as the net cost of electric plant in 
service as of that date, $2,242.24. 
The testimony and evidence further 
shows that $50 will provide adequate 
working capital for respondent’s 
needs in view of the fact that it is able 
to discount its monthly bills due to 
Interstate Power Company after pay- 
ment is received on monthly bills ren- 
dered to the village of Albany. The 
25 P.U.R.(N.S.) 


net investment in respondent’s elec. 
tric plant, plus necessary working cap. 
ital, as of November 30, 1937, is there. 
fore $2,292.24 and on this amount the 
respondent is entitled to a fair re. 
turn ; 

(3) During the twenty-one years, 
from 1917 when the transmission line 
in question was placed in service, to 
November 30, 1937, respondent had 
an aggregate net income of $18. 
503.13. From 1920 to 1937, inclu- 
sive, respondent paid to its stockhold- 
ers in dividends $15,720. During the 
last eighteen years, average annual 
dividends have been 43% per cent. For 
the years 1930 to 1934, inclusive, divi- 
dends paid to stockholders amounted 
to $1,280 per annum or 64 per cent; 


(4) Energy sold by Albany Light- 
ing Company to the village of Albany 
has increased from 15,690 kilowatt 
hours in 1917 to 95,340 kilowatt hours 
in the year 1937 and the record in this 
case clearly shows that based on the 
yearly increase in kilowatt hours pur- 
chased by Albany Lighting Company 
and the general trend of electric con- 
sumption for domestic use, it is rea- 
sonable to estimate that the volume of 
energy purchased by the village of 
Albany to satisfy the demands upon it 
for electric energy will, during the 
year 1938, amount to at least 100,000 
kilowatt hours. At present rates the 
revenue to be derived by Albany Light: 
ing Company from the sale of 100, 
000 kilowatt hours of electric energy 
to the village of Albany would be 
$4,540. The testimony and evidence 
of record further shows that estimat- 
ed deductions from operating revenue 
including the purchase price of elec- 
tric energy, operating expenses, main- 
tenance, depreciation, and taxes (aft- 
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er reduction of $110 in income taxes 
due to reduction in rates ordered here- 
inafter), will approximate $3,365, 
leaving net revenue in the amount of 
$1,175 or a net return in excess of 
58 per cent on the par value of the 
outstanding capital stock of the re- 
spondent and a return in excess of 51 
per cent on its net investment as of 
November 30, 1937, in property used 
and useful in the public service ; 

(5) The respondent, Albany Light- 
ing Company, is entitled to a fair re- 
turn on its net investment and re- 
quirements for working capital, found 
by the Commission to be $2,292.25 as 
of November 30, 1937. The testi- 
mony and evidence of record in this 
case clearly establishes that a 6 per 
cent return is adequate, fair, and rea- 
sonable ; 

(6) Considering the estimated sales 
of electric energy by Albany Lighting 
Company to the village of Albany, the 
revenue to be derived therefrom, de- 
ductions properly allowable as charges 
against income including cost of elec- 
tric energy purchased, operating ex- 
penses, depreciation, taxes, and other 
expenses, as well as funds with which 
to pay a 6 per cent return on the net 
investment of the Albany Lighting 
Company, it clearly appears that the 
rates charged by Albany Lighting 
Company for electric energy sold to 
the village of Albany are and will con- 
tinue to be excessive and unreasonable 
to the extent that such rates and charg- 
es produce a gross revenue in excess 


of $3,500; 


The Commission orders that: 


(A) Rates and charges specified 
and published in Albany Lighting 
Company Rate Schedule FPC No. 1 


on file with the Federal Power Com- 
mission be, on August 30, 1938, can- 
celed, annulled, and without further 
effect, and said Albany Lighting Com- 
pany shall cease and desist on and aft- 
er that date from billing the village of 
Albany thereunder ; 

(B) Albany Lighting Company 
file with the Commission not later than 
August 1, 1938, and effective as to all 
bills regularly rendered on or after 
August 30, 1938, a new schedule of 
reduced rates and charges, covering 
the sale and delivery of electric ener- 
gy to the village of Albany, Illinois, 
designed to produce, on the estimated 
sale and delivery of 100,000 kilowatt 
hours of electric energy, an annual re- 
duction of $1,040 from gross annual 
charges which would result if the pres- 
ent effective rates for electric energy 
sold and delivered to the village of 
Albany were applied; such revised 
schedule of rates and charges to be 
so formulated as to properly reflect 
gradations in rates and charges as 
now provided by the rates and charges 
assessed and collected by Interstate 
Power Company for electric energy 
sold and delivered to Albany Lighting 
Company ; 

(C) Any reduction in the rates and 
charges for electric energy sold and 
delivered by Interstate Power Com- 
pany to Albany Lighting Company, 
whether voluntarily made or as the 
result of an order of the Federal Pow- 
er Commission or otherwise, shall be 
reflected in reduced rates and charges 
to the village of Albany and a new 
rate schedule filed with the Federal 
Power Commission providing for re- 
duced rates and charges designed to 
produce a reduction in total annual 
charges for electric energy sold and 
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delivered to the village of Albany, Illi- cost of electric energy purchased by 
nois, equal to the total saving in the Albany Lighting Company. 





UNITED STATES CIRCUIT COURT OF APPEALS, SECOND CIRCUIT 


Newport Electric Corporation et al. 


Vv. 


Federal Power Commission 


(97 F. (2d) 580.) 


Appeal and review, § 8 — Orders reviewable — Denial of leave to merge. 


1. The circuit court of appeals has no jurisdiction to review an order of 
the Federal Power Commission denying leave to effect a merger, p. 41. 


Consolidation, merger, and sale, § 4.2 — Powers of Congress. 
2. Congress has power to forbid mergers or to attach reasonable conditions 


to mergers, one of which is that they shall conduce to the public interest, 
p. 42. 


Consolidation, merger, and sale, § 4.3 — Powers of Congress — Delegation of 
powers. 

3. Congress has power either to decide itself, or to delegate to a subordinate 

tribunal for decision, the question whether a merger should be forbidden 


or whether it should be permitted if it shall conduce to the public interest, 
p. 42. 


Appeal and review, § 4 — Powers of Congress — Decisions of Federal Commis- 
sion. 
4. Congress has power to decide to what extent orders of the Federal 
Power Commission shall be subject to review, at least with the possible 
exception of a case where the Commission has not used its powers at all 
or used them corruptly ; and there is no constitutional objection to this, pro- 
vided at least a fair hearing is insured, p. 42. 


Appeal and review, § 8 — Orders subject to review — Decision as to dispensation 
from statute. 


5. Where a statute is effective unless some public functionary, having dis- 
pensing power, dispenses with it, the courts shall not review its action, p. 
43. 


[June 13, 1938.] 


P 2TITION by electric utility companies to review an order of the 
Federal Power Commission denying authority to merge; 
motion to dismiss granted. 


se 
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NEWPORT ELEC. CORP. v. FEDERAL POWER COMMISSION 


APPEARANCES: Oswald Ryan, of 
Washington, D. C., for the motion; 
Clark R. Fletcher, of Minneapolis, 
Minn., opposed. 

Before L. Hand, Augustus N. 
Hand, and Chase, Circuit Judges. 


L. Hanp, Circuit Judge: The re- 
spondent, the Federal Power Commis- 
sion, moves to dismiss a petition to 
review one of its orders on the ground 
that the proceeding is not within our 
jurisdiction. The petitioner, New- 
port Electric Corporation, is a Ver- 
mont corporation doing business in 
Newport, and the other petitioner, 
Citizens Utilities Company, is a Dela- 
ware corporation with its chief office 
in Minneapolis. They filed a joint ap- 
plication with the Commission in 
which the Newport Company asked 
leave to merge with the Citizens Utili- 
ties Company ; the Commission grant- 
ed a hearing and took written and oral 
testimony, and on November 24, 1937, 
found that the proposed transfer 
would not be consistent with the pub- 
lic interest, and denied the application. 
The petitioners thereupon asked for a 
rehearing as required by § 313(a), 16 
USCA § 825/(a), and on January 
21, 1938, the Commission found that 
the Newport Company was a public 
utility within the meaning of the Fed- 
eral Power Act, and denied the appli- 
cation for rehearing. Thereupon the 
petitioners filed a petition in this court 
under § 313(b), 16 USCA § 825] 
(b), to review both orders on four 
separate grounds: (1) that the Com- 
mission had no jurisdiction over the 
merger; (2) that the orders were not 
supported by substantial evidence, and 
were contrary to law; (3) that they 
violated the statute because the public 
interest was consistent with the merg- 


er; and (4) that they were unreason- 
able, arbitrary, and against the Fifth 
Amendment, USCA Const. Amend. 5. 
[1] Section 313(b) in spite of its 
general terms does not give us juris- 
diction to review every order of the 
Commission. Federal Power Com- 
mission v. Metropolitan Edison Co. 
(1938) 304 U.S. —, 82 L. ed. —, 24 
P.U.R.(N.S.) 394, 58 S. Ct. 963. It 
is true that the order under review 
finally disposed of the proceeding aft- 
er a hearing and upon findings; and 
that this appeal is not therefore sub- 
ject to the procedural infirmities of the 
appeal in Federal Power Commission 
v. Metropolitan Edison Co. supra. 
Moreover, if we dismiss it, the peti- 
tioners will have no direct relief what- 
ever. No doubt that would be strong 
doctrine, yet we think that it is sound. 
The Supreme Court has found “per- 
suasive analogies” for the interpreta- 
tion of the Federal Power Act in de- 
cisions passing upon the Interstate 
Commerce Act, 49 USCA § 1 et seq. 
(Federal Power Commission v. Met- 
ropolitan Edison Co. supra), and 
Piedmont & N. R. Co. v. United 
States (1930) 280 U. S. 469, 74 L. 
ed. 551, 50 S. Ct. 192, is an answer to 
the first ground of the petition. It 
was there held that a railway could 
not maintain a bill under the Urgent 
Deficiencies Act, 28 USCA § 47, to 
review an order of the Interstate Com- 
merce Commission, denying leave to 
extend its lines, if the bill were based 
upon the Commission’s lack of juris- 
diction. The grounds of that decision 
were that nothing which the Com- 
mission decided would be res judicata, 
and that the railway would not be con- 
cluded from raising the point anew; 
but that to do so it must accept the 
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risks involved in a defiance of the or- 
der. All this applies pari passu to the 
situation at bar: the petitioners are 
not estopped by the Commission’s or- 
der, and may show that it was made 
without jurisdiction, if they are at- 
tacked for violation of the statute; 
and, although this course may expose 
them to cumulated penalties, and may 
in practice prevent any effective re- 
view, they are, so far, in no worse 
case than many other suitors who are 
forced to challenge the acts of public 
authorities as beyond their powers. 
The first ground of the petition does 
not, therefore, present any case for 
review. 

[2-4] It fails also upon the second 
and third grounds: i. e. that the order 
was not supported by evidence. Sec- 
tion 203(a) of the act, 16 USCA 
§ 824b(a), vests power in the Com- 


mission to license mergers, and § 203 


(b), 16 USCA § 824b(b), sets up 


two factors as standards: ‘“mainte- 
nance of adequate service and the co- 
ordination in the public interest of fa- 
cilities subject to the jurisdiction of 
the Commission.” Congress might 
have forbidden mergers uncondition- 
ally; the corporate powers granted by 
the states are always subject to the 
regulation of interstate commerce, and 
in any event the power to merge is not 
vital to the corporate existence. And 
if it might forbid mergers absolutely, 
it might attach reasonable conditions 
to them, one of which certainly is that 
they shall conduce to the public inter- 
est. It might decide that question for 
itself in each case, or it might confide 
the decision to a subordinate tribunal, 
like the Commission. What review it 
chose to give of a decision by its sub- 
ordinate was for it to decide; at least 
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that is true with the possible exception 
of a case—not here presented—where 
the Commission did not use its pow- 
ers at all, or used them corruptly, 
which is really the same thing. So far 
as it used them to the best of its abil- 
ity, Congress might prefer to accept 
the chances of error, even of patent 
error, rather than to subject its deci- 
sion to review by a court. We can 
see no constitutional objection to this, 
provided at least that a fair hearing is 
insured. In cases where as here the 
only issue is of a privilege which Con- 
gress might altogether withhold, the 
question is therefore one of interpre- 
tation, and the difficulties attending 
any wider review may well have been 
considered determinative. For, al- 
though a court were to review such an 
order, it could not substitute its own 
decision ; it could only annul the Com- 
mission’s; nor could it properly direct 
the Commission how to act, for that 
would be a way of evading its own 
limitations. Yet until the Commission 
acted, the merger would remain un- 
lawful, and the appeal would be a nul- 
lity. Only in case the court could com- 
pel the Commission to grant a license 
would it be effective; but there is no 
warrant for pressing the court’s pow- 
ers so far as that. This, as we under- 
stand it, is the reason lying behind the 
distinction between affirmative and 
negative orders applicable to suits un- 
der the Urgent Deficiencies Act, 38 
Stat. 208, to review orders of the In- 
terstate Commerce Commission. Proc- 
ter & Gamble Co. v. United States 
(1912) 225 U. S. 282, 56 L. ed. 1091, 
32 S. Ct. 761; Lehigh Valley R. Co. 
v. United States (1917) 243 U. S. 
412, 61 L. ed. 819, 37 S. Ct. 397; 
Standard Oil Co. v. United States 
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(1931) 283 U. S. 235, 75 L. ed. 999, 
51 S. Ct. 429; United States v. Cor- 
rick (1936) 298 U. S. 435, 80 L. ed. 
1263, 56 S. Ct. 829; United States v. 
Griffin (1938) 303 U. S. 226, 82 L. 
ed. —, 58 S. Ct. 601. We think that 
here too those decisions offer “per- 
suasive analogies” for the interpreta- 
tion of the Federal Power Act, and 
that no appeal lies for the second and 
§ third grounds of the petition. 

The fourth ground of the appeal is 
the arbitrary character of the order 
and the unconstitutionality of the act 
under the Fifth Amendment, USCA 
Const. Amend. 5; but in the light of 
what we have already said, it needs 
no discussion. 

[5] The petitioners rely upon the 
decision of the court of appeals of 
the District of Columbia in American 
Sumatra Tobacco Corp. v. Securitics 
and Exchange Commission (1937) 68 


App. D. C. 77, 93 F. (2d) 236, where 
an appeal was entertained from an or- 
der of the Commission in the follow- 


ing circumstances. The statute, § 24 
(b) of the Securities Exchange Act 
of 1934, 15 USCA § 78x, provided 
that an applicant for registration 
might object to the disclosure of the 
information contained in his applica- 
tion and that the Commission might 
give him a hearing, and thereafter 
“make available to the public the in- 
formation,” if it thought disclosure 
to be in the public interest. The Com- 


mission held such a hearing and decid- 
ed that disclosure was in the public 
interest; this was the order appealed 
from. We do not dispute that courts 
do review decisions depending upon 
standards as vague and undefined as 
that before us in the case at bar: that 
was true in American Sumatra To- 
bacco Corp. v. Securities and Ex- 
change Commission, supra; the “pub- 
lic interest” was substantially the same 
standard as that before the Commis- 
sion here. We believe, however, that 
where a statute is effective unless 
some public functionary, having dis- 
pensing power, dispenses with it, it is 
now settled that the courts shall not 
review its action. It is possible to read 
§ 24(b) of the Securities Exchange 
Act of 1934, 15 USCA § 78x, as re- 
quiring an affirmative decision of the 
Commission in order to publish the 
information at all; and the form of the 
order is of course not conclusive. 
United States v. New River Co. 
(1924) 265 U. S. 533, 68 L. ed. 1165, 
44 S. Ct. 610; Powell v. United States 
(1937) 300 U. S. 276, 284, 285, 81 
L. ed. 643, 57 S. Ct. 470, 474, 475. 
If the statute be so understood, we are 
not in conflict with the court of ap- 
peals of the District of Columbia. See 
Carolina Aluminum Co. v. Federal 
Power Commission (1938) 97 F. 
(2d) 435, 25 P.U.R.(N.S.) 44, post. 

Petition to review dismissed for 
want of jurisdiction. 
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Carolina Aluminum Company 


Vv. 


Federal Power Commission 


{No. 4318.] 
(97 F. (2d) 435.) 


Appeal and review, § 8 — Decision subject to review — Finding without order, 


1. The court has no power to review a mere finding of the Federal Power 
Commission as distinguished from an order of the Commission, p. 45. 


Orders, § 1 — What constitutes — Mandatory nature — Finding. 
2. An order is a command directing or restraining action or granting or 
denying some form of relief, and a mere finding which embodies no deci- 
sion which is capable of being enforced by anyone does not constitute such 
an order, p. 45. 


Appeal and review, § 8 — Orders subject to review — Denial of rehearing on 
findings. 

3. A Commission’s finding may not be reviewed under guise of reviewing 
an order denying a petition for rehearing, since aside from the fact that 
the order is purely negative in character, the requirement of a petition for 
rehearing as prerequisite to application to a court for review was not in- 
serted in the statute for the purpose of giving the court jurisdiction to 
review a mere finding, but to give the Commission opportunity to correct 
mistakes in reviewable orders, p. 48. 


Appeal and review, § 6 — Review of findings. 
Discussion of methods for contesting a finding by the Federal Power Com- 
mission when no order is entered upon which an appeal may be based, p. 


48. 
[June 6, 1938.] 


+ apa to review and set aside finding of Federal Power 

Commission relating to navigability of stream and right of 

power company to construct hydroelectric power project; peti- 
tion dismissed. 


¥ 


APPEARANCES: Randall J. Le- J. C. B. Ehringhaus, of Raleigh, N. 
Boeuf, Jr., of New York city (Le- C., and Frank B. Ingersoll, of Pitts- 
Boeuf, Machold & Lamb, of New burgh, Pa., on the brief), for petition- 
York city, Smith, Buchanan & Inger- er; Oswald Ryan, General Counsel, 
soll, of Pittsburgh, Pa. William M. and Willard W. Gatchell, Principal 
Hendren, of Winston-Salem, N. C., Attorney, Federal Power Commission, 
25 P.U.R.(N.S.) 44 
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both of Washington, D. C. (William 
C. Koplovitz, Howard E. Wahren- 
brock, and Gregory Hankin, all of 
Washington, D. C., on the brief), for 
respondent ; Harry McMullan, Assist- 
ant Attorney General of North Caro- 
lina (A. A. F. Seawell, Attorney 
General of North Carolina, on the 
brief), and J. M. Daniel, Attorney 
General of South Carolina, amici 
curiz. 

Before Parker, Northcott, and So- 
per, Circuit Judges. 


PaRKER, Circuit Judge: 

[1,2] This is a petition to review 
and set aside a finding of the Federal 
Power Commission to the effect that 
interstate or foreign commerce would 
be affected by the proposed construc- 
tion by petitioner of a hydroelectric 
power project on the Yadkin river 
near Tuckertown, North Carolina. On 
May 29, 1937, petitioner filed with the 
Commission a declaration of intention 
to construct the project. A hearing 
was thereupon held by the Commission 
and much evidence was taken bearing 
upon the issue as to whether the navi- 
gability of the Pee Dee river in its 
navigable portion would be affected by 
the proposed construction. The Com- 
mission on November 16, 1937 (21 
P.U.R.(N.S.) 132, 146) filed its 
opinion on the facts and made the fol- 
lowing finding: ‘That the interests 
of interstate or foreign commerce 
would be affected by such proposed 
construction of the said project.” No 
order was entered, however, requir- 
ing petitioner to take or refrain from 
taking any action whatsoever or grant- 
ing or denying any form of relief. A 
petition was promptly filed with the 
Commission alleging error in the find- 
ing and asking a rehearing on that 


ground; but this was denied as being 
without merit. Petition for review 
was then filed with this court. The 
matter may be briefly disposed of, as 
we are of opinion that we are given 
no power to review a mere finding as 
distinguished from an order of the 
Commission. 


The only statute under which we 
are given power to review actions of 
the Commission is § 313(b) of the 
Federal Power Act, 49 Stat. 860, 16 
USCA § 825/(b), the pertinent por- 
tion of which is as follows: 

“Any party to a proceeding under 
this act [chapter] aggrieved by an or- 
der issued by the Commission in such 
proceeding may obtain a review of 
such order in the circuit court of ap- 
peals by filing in such court, 
within sixty days after the order of 
the Commission upon the application 
for rehearing, a written petition pray- 
ing that the order of the Commission 
be modified or set aside in whole or in 
part. A copy of such petition shall 
forthwith be served upon any mem- 
ber of the Commission and thereupon 
the Commission shall certify and file 
with the court a transcript of the rec- 
ord upon which the order complained 
of was entered. Upon the filing of 
such transcript such court shall have 
exclusive jurisdiction to affirm, modi- 
fy, or set aside such order in whole or 
in part. No objection to the order of 
the Commission shall be considered 
by the court unless such objection shall 
have been urged before the Commis- 
sion in the application for rehearing 
unless there is reasonable ground for 
failure so to do. The finding of the 
Commission as to the facts, if sup- 
ported by substantial evidence, shall 
be conclusive.” 

25 P.U.R.(N.S.) 
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It will be noted that it is an order 
and not a finding of the Commission 
which the court is authorized to re- 
view ; and there would seem to be lit- 
tle room for doubt that by an order is 
meant some command of the Commis- 
sion directing or restraining action or 
granting or denying some form of re- 
lief. An “order” is a “mandate, pre- 
cept ; a command or direction authori- 
tatively given; a rule or regulation.” 
Black’s Law Dictionary; 46 C. J. 
1131; 42 C.J. 464. An order of the 
Commission is analogous to the judg- 
ment of a court; and it is well settled 
that findings constitute no part of a 
judgment even though incorporated in 
the same instrument with it. 15 R. 
C. L. 570; Judge v. Powers (1912) 
156 Iowa, 251, 136 N. W. 315, Ann. 
Cas. 1915B, 280. As said by Judge 
Learned Hand in Eckerson v. Tanney 
(1916) 235 Fed. 415, 418: “The 


judgment itself does not reside in its 
recitals, but in the mandatory por- 


tions.” In reviewing an order the 
court may examine the findings to de- 
termine whether they support the or- 
der and may examine the evidence to 
determine whether it supports the find- 
ings ; but the court is given no author- 
ity to review a mere finding upon 
wiich no order is based, even though 
it may determine a status which may 
form the basis of future governmental 
action, for even such a finding lacks 
the fundamental characteristics of an 
order. Shannahan v. United States 
(1938) 303 U. S. 596, 82 L. ed. —, 
58 S. Ct. 732; United States v. Grif- 
fin (1938) 303 U. S. 226, 82 L. ed. 
—, 58 S. Ct. 601; Piedmont & N. R. 
Co, v. United States (1930) 280 U. 
S. 469, 74 L. ed. 551, 50 S. Ct. 192; 
United States v. Los Angeles & S. L. 


25 P.U.R.(N.S.) 46 


R. Co. 273 U.S. 299, 71 L. ed. 651, 
P.U.R.1927B, 357, 47 S. Ct. 413. 
Lehigh Valley R. Co. v. United States 
(1917) 243 U.S. 412, 61 L. ed. 819, 
37 S. Ct. 397; Brady v. Interstate 
Commerce Commission (1930) 43 F, 
(2d) 847, affirmed Brady v. United 
States (1931) 283 U. S. 804, 75 L, 
ed. 1424, 51 S. Ct. 559. 

In United States v. Los Angeles & 
S. L. R. Co. supra, review was sought 
of a finding as to the value of a rail- 
road. In holding that such a finding 
was not reviewable under the statute 
authorizing review of orders of the 
Commission, the Supreme Court said 
(P.U.R.1927B, at p. 359) : 

“The so-called order here com- 
plained of is one which does not com- 
mand the carrier to do, or to refrain 
from doing, anything; which does not 
grant or withhold any authority, privi- 
lege or license; which does not extend 
or abridge any power or facility; 
which does not subject the carrier to 
any liability, civil or criminal; which 
does not change the carrier’s existing 
or future status or condition; which 
does not determine any right or obli- 
gation. This so-called order is merely 
the formal record of conclusions 
reached after a study of data collected 
in the course of extensive research 
conducted by the Commission, through 
its employees. It is the exercise sole- 
ly of the function of investigation. 
Compare Smith v. Interstate Com- 
merce Commission (1917) 245 U.S. 
33, 62 L. ed. 135, 38 S. Ct. 30. More- 
over, the investigation made was not 
a step in a pending proceeding in 
which an order of the character of 
those held to be judicially reviewable 
could be entered later. It was merely 
preparation for possible action in 
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some proceeding which may be insti- 
tuted in the future—preparation 
deemed by Congress necessary to en- 
able the Commission to perform ade- 
quately its duties, if and when occa- 
sion for action shall arise. The final 
report may, of course, become a basis 
for action by the Commission, as it 
may become a basis for action by Con- 
gress or by the legislature or an ad- 
ministrative board of a state. But so 
may any report of an investigation, 
whether made by a committee of Con- 
gress or by the Commission pursuant 
to a resolution of Congress or of ei- 
ther branch thereof.” 

The case of Shannahan v. United 
States, supra, is directly in point. 
While the review there sought under 
the applicable statute was before a 
special district court of three judges, 
20 F. Supp. 1002, constituted under 
the provisions of the Urgent Deficien- 
cies Act, 28 USCA §§ 41 (28), 46, 
47, the question involved was the 
same, i. e. whether a finding of fact 
by an administrative commission is 
reviewable under a statute authorizing 
the court to review the commission’s 
orders. The Interstate Commerce 
Commission in that case had made a 
finding that a certain railroad was not 
a street, urban, or suburban electric 
railway and was therefore not within 
the exception of the proviso of the Na- 
tional Railway Labor Act, as amend- 
ed, 45 USCA § 151 et seq. No or- 
der was entered upon the finding. The 
statute there, as here, authorized such 
determination of fact by the Commis- 
sion and imposed obligations upon 
railroads not found to be within the 
exception. In holding that the find- 
ing of the Commission was not an or- 
der reviewable under the provisions 


of the Urgent Deficiencies Act vesting 
the court with jurisdiction of cases 
brought to enjoin, set aside, amend, 
or suspend in whole or in part any 
order of the Commission, the court 
said (58 S. Ct. at p. 734): 

“The function of the Commission 
is limited to the determination of a 
fact. Its decision is not even in form 
an order. It ‘had no characteristic 
of an order, affirmative or negative.’ 
United States v. Illinois C. R. Co. 
(1917) 244 U. S. 82, 89, 61 L. ed. 
1007, 37 S. Ct. 584, 587; United 
States v. Atlanta, B. & C. R. Co. 
(1931) 282 U. S. 522, 527, 528, 75 
L. ed. 513, 51 S. Ct: 237, Zak, 2B. 
Compare Lehigh Valley R. Co. v. 
United States (1917) 243 U. S. 412, 
414, 61 L. ed. 819, 37 S. Ct. 397. But 
even if this difficulty is overlooked, 
others are insuperable. The decision 
neither commands nor directs any- 


thing to be done. ‘It was merely prep- 
aration for possible action in some pro- 
ceeding which may be instituted in the 
future.’ United States v. Los Angeles 
& S. L. R. Co. 273 U.S. 299, 310, 
71 L. ed. 651, P.U.R.1927B, 357, 47 


S. Ct. 413, 414. The determination 
is thus not enforceable by the Com- 
mission; the only action which could 
ever be taken on it would be by some 
other body. It is as clearly ‘negative’ 
as orders by which the Commission 
refuses to take requested action. Unit- 
ed States v. Griffin (1938) 303 U. S. 
226, 82 L. ed. —, 58 S. Ct. 601. As 
such, it is not reviewable under the 
Urgent Deficiencies Act.” 

The finding in the case at bar, like 
the finding in that case, embodies no 
decision which is capable of being en- 
forced by anyone. True it is that the 
statute forbids the construction of 

25 P.U.R.(N.S.) 
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any project upon a stream after the 
Power Commission shall find that the 
interests of interstate or foreign com- 
merce would be affected there>y; but 
it does not authorize the Commission 
to enter an order forbidding the con- 
struction. On the contrary, it pro- 
vides that the Commission shall bring 
action in a district court to enjoin vio- 
lations of the act when it appears that 
it is about to be violated. Section 314, 
16 USCA § 825m. Adverting to a 
similar situation in the Shannahan 
Case, supra, the court at p. 735 of 58 
S. Ct. said: 

“The determination, whether ap- 
plied for by the Board, by a carrier, 
or by employees, is clearly not an or- 
der enforceable within the meaning of 
the cases construing and applying the 
Urgent Deficiencies Act. It is a de- 
cision on a controverted matter, com- 
parable to that considered in United 
States v. Los Angeles & S. L. R. Co. 
273 U.S. 299, 71 L. ed. 651, P.U.R. 
1927B, 357, 47 S. Ct. 413, in Great 
Northern R. Co. v. United States 
(1928) 277 U.S. 172, 72 L. ed. 838, 
48 S. Ct. 466, in United States v. At- 
lanta, B. & C. R. Co. (1931) 282 U.S. 
See; 79h; 04. S13, $4 S$. -Ce.: 297, 
and in United States v. Griffin (1938) 
303 U. S. 226, 82 L. ed. —, 58 S. 
Ct. 601, which were held not to be 
subject to review under the Urgent 
Deficiences Act.” 

Answering a contention that the 
finding of the Commission, by fixing 
the status of the railroad, imposed ob- 
ligations upon it and made it subject 
to criminal penalties for failure to dis- 
charge such obligations, the court used 
language which is determinative of a 
similar contention here. The court, 


at p. 735 of 58 S. Ct. said: 
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“The trustees argue that the deter. 
mination of the Commission is an af- 
firmative ‘order, because it fixed for 
the first time, by the only body author- 
ized by law to do so, the status of the 
carrier’; that by fixing the status, the 
obligations of the Railway Labor Act 
are fixed upon the carrier; and that 
willful failure or refusal of any car- 
rier to comply with certain of the ob- 
ligations is made a misdemeanor. Le. 
high Valley R. Co. v. United States, 
supra, shows that the determination 
of a status or similar matter is not ac- 
tion subject to review under the Ur- 
gent Deficiences Act even if disregard 
of the determination may subject the 
carrier to criminal prosecution.” 

[3] And we do not think that the 
Commission’s finding may be reviewed 
under guise of reviewing the order 
denying the petition for rehearing. 
Passing by the fact that this order was 
purely negative in character, it is clear 
that the requirement of a petition for 
rehearing as prerequisite to applica- 
tion to a court for review was insert- 
ed in the statute, not for the purpose 
of giving the court jurisdiction to re- 
view a mere finding, but to give the 
Commission opportunity to correct 
mistakes in reviewable orders before 
resort is had to the courts. There is 
nothing in Metropolitan Edison Co. v. 
Federal Power Commission (1937) 
94 F. (2d) 943, to the contrary.? 

If the Commission has made a find- 
ing without proper basis, the petition- 





1Since the preparation of this opinion the 
Supreme Court has reversed the decision of 
the third circuit in the Metropolitan Edison 
Case in an opinion which would seem to 
settle beyond all controversy that a mere 
finding by the Commission is not reviewable 
under the statute. Federal Power Commis- 
sion v. Metropolitan Edison Co. (1938) 304 U. 
S. —, 82 L. ed. —, 24 P.U.R.(N.S.) 394, 58 
5S. GCE S63, 
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er is not without remedy. It may con- 
test the finding in a proceeding insti- 
tuted to enjoin violation of the act un- 
der § 314(a), 16 USCA § 825m(a), 
the course followed by the Appala- 
chian Electric Power Co. with respect 
to its New River Development and the 
course followed in a very similar case 
by the Piedmont & Northern Railway 
Company in the case of a finding that 
denied it exception from the provisions 
of the Transportation Act of 1920. 
Section 402, 49 USCA § 1(18-22). 
Piedmont & N. R. Co. v. Interstate 
Commerce Commission (1932) 286 
U.S. 299; 76.L. ed. 1115, 52'S. Ce. 
541. Or, if no suit for injunction is 
brought and the company apprehends 
an attempt on the part of the officers 
of the government to enforce the pen- 


alties of the act against it in case it 
proceeds with the proposed construc- 
tion, and thinks such threatened action 
to be without legal basis, it may sue to 
enjoin them from taking such action 
and test its rights in that way. Phila- 
delphia Co. v. Stimson (1912) 223 U. 
S. 605, 56 L. ed. 570, 32 S. Ct. 340; 
Appalachian Electric Power Co. v. 
Smith (1933) 67 F. (2d) 451. But 
whatever the rights of petitioner in 
other cases, which we cannot, of 
course, pass on authoritatively here, it 
is clear that we have no jurisdiction to 
review the finding of the Commission 
on the petition before us. 

For the reasons stated, the petition 
will be dismissed. 

Petition dismissed. 





CALIFORNIA RAILROAD COMMISSION 


Re Southern California Edison Company, 
Limited 


[Decision No. 31126, Application No. 22108.] 


Accounting, § 21 — Premiums to redeem debentures — Unamortized discount and 


expense. 


Premiums which must be paid to call and redeem debentures, together with 
any balances representing unamortized discount and expense applicable to 
such debentures, should be charged to surplus account upon redemption. 


[July 25, 1938.] 


—— for authority to borrow and to issue promissory 


notes; application granted. 


APPEARANCES: Roy V. Reppy, B. 
F. Woodard, and Gail C. Larkin, for 
applicant. 

[4] 


49 


By the Commission: In this appli- 
cation Southern California Edison 
Company, Ltd., asks permission to is- 

25 P.U.R.(N.S.) 
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sue its unsecured promissory notes, to 
be dated August 29, 1938, in the to- 
tal principal amount of $7,000,000 for 
the purpose of providing in part the 
cost of redeeming on September 1, 
1938, $8,800,000 of its outstanding 
debentures. 


The application shows that the com- 
pany has made arrangements to issue 
its new notes as follows: 


To Bank of America National Trust 
and Savings Association: 
Payable one year from date, interest 
13% per annum $1,750,000 
Payable on or before two years from 
date, interest 14% per annum ... 1,750,000 
To Security-First National Bank of 
Los Angeles: 
Payable one year from date, interest 
13% per annum 
Payable on or before two years from 
date, interest 14% per annum ... 
To California Bank: 
Payable one year from date, interest 
12% per annum 
Payable on or before two years from 
date, interest 14% per annum ... 
To Citizens National Bank of Los 
Angeles: 
Payable one year from date, interest 
12% per annum 
Payable on or before two years from 
date, interest 14% per annum ... 
To Union Bank and Trust Company: 
Payable one year from date, interest 
14% per annum 
Payable on or before two years from 
date, interest 14% per annum ... 
To Harris Trust and Savings Bank, 
Chicago: 
Payable one year from date, interest 
14% per annum 
Payable on or before two years from 
date, interest 14% per annum ... 
To Farmers and Merchants National 
Bank of Los Angeles: 
Payable one year from date, interest 
14% per annum 
Payable on or before two years from 
date, interest 14% per annum . 


750,000 
750,000 


200,000 
200,000 


200,000 
200,000 


125,000 
125,000 


375,000 
375,000 


100,000 
100,000 
$7,000,000 


The company proposes to use the 
proceeds realized on the issue of the 
notes, being the full face value there- 
of, together with cash on hand, to re- 
deem the $3,000,000 of its debentures, 
series of 1940, 34 per cent, at 101 per 
25 P.U.R.(N.S.) 


cent of the principal amount, and $5,. 
800,000 of its debentures, series of 
1945, 3 per cent at 1024 per cent of 
the principal amount. The debentures 
to be thus redeemed are part of an or- 
iginal issue of $27,500,000 sold in 
September, 1935, pursuant to author. 
ity granted by the Commission by 
Decision No. 28220, dated September 
12, 1935, as amended. The amounts 
issued at that time and the amounts 
now outstanding are as follows: 


Out- 


Series Issued Price standing 


23% due ted 


1, 1936 ... $3,000,000 
23 %o due S 


ept. 
1937 ... 2,000,000 

2% dues ept. 
1938 ... 2,000,000 

349% due Sep ft 
3,000,000 


jag 2 
33% due Sept. 
1, 1940 ... 3,000,000 
32% due Sept. 
1, 1945 ... 14,500,000 98.25 14,500,000 
$27,500,000 $19,500,000 
In the indenture, dated as of Sep- 
tember 1, 1935, defining the terms 
under which the debentures were is- 
sued, the company agreed, among 
other things, that on or before Sep- 
tember 1, 1941, and on or before Sep- 
tember Ist in each year thereafter up 
to and including September 1, 1944, 
so long as any debentures, series of 
1945, shall be outstanding, it would 
pay as and for a sinking fund for the 
retirement of the debentures, series 
of 1945, sums sufficient to retire $2,- 
000,000 of said debentures on Sep- 
tember 1, 1941, $2,000,000 on Sep- 
tember 1, 1942, $3,000,000 on Sep- 
tember 1, 1943, and $3,000,000 on 
September 1, 1944. In lieu of cash it 
may deliver debentures, series of 1945, 
or secure credit for such debentures 
redeemed otherwise than through the 
operation of the sinking fund. 


101.489,398 

101.590,023 
99.391,641 $2,000,000 

100.871,481 
99.570,703 3,000,000 
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The company further agreed in said 
indenture that it would not, after the 
date thereof, declare or pay any divi- 
dend or make any other distribution 
on its common stock at a rate in ex- 
cess of 6 per cent per annum, unless 
and until it set aside cash in an amount 
sufficient for the payment of principal 
of and interest to maturity on all de- 
bentures maturing within twelve 
months from the date of such divi- 
dend payment or distribution on the 
common stock, and also sufficient to 
} make all sinking-fund payments pro- 
vided to be made within such twelve- 
month period. 

With the payment of the $2,000,- 
000 of debentures, series of 1938, that 
becomes due on September 1, 1938, 
and with the conclusion of the refinan- 
cing program outlined in this appli- 


cation, the company will have out- 
standing, of the original issue of $27,- 
500,000 in 1935, only $8,700,000 of 
debentures maturing September 1, 
1945. 

To call and redeem the $8,800,000 
of debentures as now proposed, will 
require the payment by the company 
of total premiums of $175,000 at the 
call prices. In our opinion, such 
premiums, together with any balances 
now on the company’s books represent- 
ing wunamortized discount and ex- 
pense, applicable to the debentures to 
be called and redeemed, should be 
charged by the company to its surplus 
account upon such redemption. In the 
company’s financial statement attached 
to the application its earned surplus as 
of May 31, 1938, is reported at $10,- 
902,800.85. 





PENNSYLVANIA PUBLIC UTILITY COMMISSION 


Re Greensboro Gas Company 


[Application Docket No. 51538.] 


Corporations, § 13 — Charter powers — Certificate filed by constituent company. 
1. Filing of a certificate of intention, pursuant to § 5 of the Natural Gas 
Act of 1885, P. L. 29, 15 PS § 1987, by a natural gas company to enlarge 
its territory within a county and the subsequent merger of that company 
with another company, under § 17 of the same act, to form a new corpora- 
tion confers upon the new corporation the charter right to operate in such 


territory, p. 52. 


Procedure, § 11 — Discontinuance — Right of applicant. 
2. A party who institutes an action has the right voluntarily to discontinue 
the same unless the right of some other person has intervened, p. 52. 
[July 25, 1938.] 


canbe for approval of amendment of charter to enlarge 
territory of natural gas utility company; permission to 


withdraw application granted. 


> 
51 25 P.U.R.(N.S.) 





PENNSYLVANIA PUBLIC UTILITY COMMISSION 


By the Commission: [1] The 
Greensboro Gas Company filed appli- 
cation for a certificate of public con- 
venience under the provisions of Art. 
II, § 202(b) of the Public Utility Law 
of 1937, evidencing Commission ap- 
proval of an amendment to the com- 
pany’s certificate of incorporation en- 
larging its territory to include Whar- 
ton township, Fayette county. Pro- 
tests were filed by Malcolm Hay of 
Pittsburgh, and Robert H. Powell of 
Fayette county. A hearing was held 
April 21, 1938. On May 5, 1938, at 
a second hearing, the applicant asked 
permission to withdraw the application 
and at the direction of the Commission 
applicant filed a formal petition asking 
leave to withdraw. It avers that sub- 
sequent to the hearing of April 21, 
1938, the petitioner discovered that 
the Greensboro Natural Gas Company, 
one of its constituent companies, had 
previously obtained the charter rights 
sought by this application by fil- 
ing on February 15, 1896, a certifi- 
cate of intention to enlarge its terri- 
tory within Fayette county, pursuant 
to § 5 of the Natural Gas Act of 1885 
P..L, 29, 15: PS § 1987. 

Answers were filed by the protest- 
ants denying the averment of the ap- 
plication that it had obtained the de- 
sired charter rights and asking that 
the Commission retain jurisdiction of 
the case for the reason that the filing 
of a certificate of intention to enlarge 
its territory of operation by the 
Greensboro Natural Gas Company on 
February 15, 1896, did not confer up- 
on the applicant the right to operate 
in Wharton township, Fayette county. 
There is no testimony of operation by 
the applicant in that township since 


February 15, 1896. But the question 
of operation, as distinct from the right 
to operate, by extending its production 
facilities within that township in the 
absence of a certificate of public con. 
venience is another question which 
arises under § 202(e) of the Public 
Utility Law whereas the instant appli- 
cation is filed under § 202(b). 


In view of the filing of a certificate 
of intention pursuant to § 5 of the Act 
of 1885 by the Greensboro Natural 
Gas Company and the subsequent 
merger of that company with the 
Jeannette Gas Company under § 17 of 
the same act, November 12, 1904, to 
form the applicant company, it ap- 
pears that the applicant acquired the 
charter right to operate in Wharton 
township, Fayette county: See the 
Act of May 29, 1901, P. L. 349, § 3; 
also Punxsutawney v. T. W. Phillips 
Gas & Oil Co. (1913) 238 Pa. 23, 85 
Atl. 1003. 


[2] Furthermore, it is a general rule 
of law, that a party who institutes an 
action has the right voluntarily to dis- 
continue the same, unless the right of 
some other person has intervened; 5 
Standard Pennsylvania Practice 8; 


Jones v. Securities and Exchange 
Commission (1936) 298 U. S. 1, 80 
L. ed. 1015, 56 S. Ct. 654. We are 
of the opinion that the interests of the 
protestants are not sufficient to abro- 
gate this fundamental rule of law; 
therefore, 

Now, to wit, July 25, 1938, it is or- 
dered: That permission to withdraw 
the instant application be and is hereby 
granted. 

It is further ordered: That the rec- 
ord be marked closed. 
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PENNSYLVANIA PUBLIC UTILITY COMMISSION 


Albert Blumenthal 


Philadelphia nee es Water Company 


[Complaint Docket No. 11590.] 


Service, § 55 — Commission jurisdiction — Extension agreement. 


The Commission has no jurisdiction to enforce an agreement between a 
water utility company and a real estate developer relating to service exten- 
sions, customer contributions, and refunds. 


[July 25, 1938.] 


C 


OMPLAINT against alleged failure of water utility company 
to comply with agreement relating to service extensions, 


customer contributions, and refunds; dismissed. 


By the Commission: Albert Blu- 
menthal, complainant, avers that in 
connection with his real estate devel- 
opment in the borough of Darby, Del- 
aware county, he entered into a writ- 
ten agreement with respondent, Phil- 
adelphia Suburban Water Company, 
whereby he contributed towards the 
cost of an extension of respondent’s 
water distribution system to serve his 
properties along Cedar avenue in the 
said borough; that contemporaneously 
with the making of the aforementioned 
agreement, a business agent of re- 
spondent represented to him that it 
would be to his financial interest if he 
would codperate in laying an extension 
of the aforementioned Cedar avenue 
water main along Sixth street, in the 
said borough; that in consideration of 
his payment of $85, an extension of 
the Cedar avenue water main was con- 
structed along Sixth street, subject to 
the same terms and conditions set 


e 


forth in the aforementioned written 
agreement, applicable to the Cedar 
avenue extension; that complainant 
has sought and has been denied the 
reimbursements and refunds for addi- 
tional consumer connections abutting 
the Sixth street extension as orally 
agreed upon; that “respondent has 
benefited by reason of his payments in 
that it has received, from users, water 
rates at a price beyond its just deserts 
and has secured a return from the wa- 
ter users abutting the aforesaid water 
main beyond the water rates counten- 
anced by law” ; and that the taking and 
retaining of complainant’s money by 
the respondent was contrary to law 
and was a deprivation of his property 
without due process of law. By rea- 
son of the additional consumers abut- 
ting the Sixth street water main, com- 
plainant prays that the Commission 
award the complainant the sum of $60 
for each user on Cedar avenue and for 
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each user abutting the water main on 
Sixth street, totaling $1,620, together 
with interest from August 1, 1926. 
Respondent avers that the two ex- 
tensions, one along Sixth street and 
the other along Cedar avenue, were 
and are now separate extensions, in- 
stalled at different times, and under 
separate arrangements and agree- 
ments; that respondent accepted a 
contribution of $85 from complainant 
for the installation of the extension 
on Cedar avenue; that respondent’s 
business agent did not enter into an 
oral agreement with complainant with 
respect to the Sixth street exten- 
sion, nor did he have _ author- 


ity so to do; that respondent has 
not benefited by any payments made 
by complainant; and that all charges 
for water have been at established 
rates under its rules and regulations as 
approved and filed with the Commis- 


sion. Respondent denies that it is in- 
debted to complainant for any sum 
whatsoever. 

The hearing in the matter was held 
on April 21, 1938, and the following 
are the facts found by the Commis- 
sion : 

On April 8, 1926, complainant ne- 
gotiated with respondent for the neces- 
sary water distribution main exten- 
sions to serve complainant’s real es- 
tate development, bounded by Cedar 
avenue, Fern street, and Sixth street 
in the borough of Darby, Delaware 
county. As a result of these negotia- 
tions two separate and distinct transac- 
tions were consummated, as evidenced 
by the individual cashier’s receipts of 
complainant’s payments to respondent, 
and also as evidenced by the separate 
construction drawings of the exten- 
sions and the separate construction 
25 P.U.R.(N.S.) 
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project numbers shown on the cash. 
ier’s receipts and on the drawings. 
Respondent’s Exhibit No. 3 shows 
that on April 8, 1926, complainant 
paid the sum of $85 to the water com- 
pany toward the cost of an extension 
of respondent’s distribution system. 
According to respondent’s Exhibit 
No. 6 this extension consisted of a 
connection to an existing 4-inch main 
in Sixth street south of Fern street, 
approximately 125 feet of 6-inch main 
along Sixth street northwards, and ap- 
proximately 165 feet of 6-inch main 
eastwardly from the latter extension 
along Fern street. The cost of con- 
structing this extension (herein named 
the Sixth street extension) was esti- 
mated as $760, but in view of the fact 
that only two of the fourteen houses 
abutting the extension were to be im- 
mediately served, complainant’s contri- 
bution was determined to be $100, 
which amount was reduced to $85 by 
further negotiations. Although com- 
plainant testified that he believed this 
extension was constructed prior to the 
Cedar avenue extension, and that this 
extension was connected to the Cedar 
avenue extension, the record shows 
that this construction was started on 
May 5, 1926, and completed on May 
11, 1926, prior to the construction of 
the Cedar avenue extension. Further 
the record shows that approximately 
260 feet separated the two extensions. 
On the same day (April 8, 1926), 
complainant also paid $535, towards 
the cost of the extension of a water 
main from a connection to respond- 
ent’s existing system at the intersec- 
tion of Cedar and Wright avenues, 
thence southeastwardly along Cedar 
avenue, a distance of approximately 
370 feet. Respondent estimated the 
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cost of this extension of main at $835, 
but in view of five houses then abut- 
ting the extension, an allowance of 
$300, or $60 per house, was deducted 
from the total construction cost, in de- 
termining complainant’s participation 
of $535. However, it was not until 
April 20, 1926, that respondent and 
complainant entered into an advance 
and refund agreement for the Cedar 
avenue extension, wherein it was stip- 
ulated that complainant advance $535, 
subject to a refund of $60 each time an 
additional house abutting the exten- 
sion, in excess of the five properties 
then erected, would be connected to the 
said extension within the next ten 
years. The construction of the Cedar 
avenue extension was started on June 
6, 1926, and completed on June 12, 
1926. Complainant avers that the 
same terms and conditions set forth 
in the written agreement applicable to 
this extension are a part of the oral 
agreement between the two parties in 
the instance of the Sixth street exten- 
sion and that under these provisions 
complainant has denied the reimburse- 
ments and refunds as agreed upon. 


Although the question is not raised 
by the respondent water company, we 
feel that the issues, here involved, of 
the enforcement of the terms of a con- 
tract between an individual and a pub- 
lic utility company, are beyond the ju- 
risdiction of this Commission. 


At the time of the consummation 
of these contracts the repealed Public 
Service Company Law was operative, 
and under that law it is well established 
that no jurisdiction was granted to the 
Public Service Commission to con- 
strue or enforce agreements of this 
kind. In Patterson v. Philadelphia 
Suburban Gas & E. Co. 7 Pa. P. S. C. 
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731, P.U.R.1926D, 1, and in Paxson 
v. Philadelphia Suburban Counties 
Gas’ & E. Co. 10 Pa. P--S. C. 233, 
P.U.R.1930C, 121, the identical issues 
were involved and in each instance the 
complaint was dismissed due to a lack 
of jurisdiction. In the latter case the 
Commission, at p. 122, said: 

“The gravaman of the complaint is 
that the company is indebted to the 
complainant in a sum certain under a 
contract. The failure and neglect of 
respondent to perform the conditions 
of the alleged contract is specifically 
made the ground of the complaint. 
No question of the reasonableness of 
the rates or adequacy of service, which 
generally speaking are the fundamen- 
tals of the Commission’s power to act, 
is involved. If respondent were not 
a public service company the complaint 
would constitute a statement of claim 
in assumpsit. The Public Service 
Company Law has not divested the 
courts of the commonwealth of their 
jurisdiction to adjudicate contractual 
rights. If a valid contract exists be- 
tween the parties, complainants have 
sought the wrong forum for redress.” 

However, since this is purely a mat- 
ter of jurisdiction, we must be con- 
trolled and governed by our present 
law. While the Public Utility Law 
has to some extent broadened the 
Commission’s jurisdiction, there is 
nothing therein which gives us author- 
ity to enforce a contract such as the 
one involved in this proceeding. 

Regarding respondent’s contention 
of undue discrimination, we cannot 
find that it exists. The charge for 
water service is to be at the legally 
established rates applicable to the class 
of service in each instance. Complain- 
ant, a real estate developer, voluntarily 
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entered into these agreements. Wheth- 
er the agreements provided for an out- 
right contribution, or possible refund- 
ing proviso, is not relevant with re- 
spect to the rates. In neither instance 
would preferential rates be counte- 
nanced as a right under the agree- 
ments. In this instance, any preferen- 
tial rates would not have been to the 
benefit of complainant but to the bene- 
fit of those parties who purchased 
property abutting the extensions and 
were served therefrom. The final 
benefits would thereby be passed on to 


other individuals who were not parties 
to the agreements. Lower rates ty 
these consumers would be an unjus 
discrimination against other consum. 
ers enjoying similar services. 

The issue is therefore confined to 
the enforcement of the agreements 
and, as previously related, such en- 
forcement is beyond the jurisdiction 
of this Commission; therefore, 

Now, to wit, July 25, 1938, it is or. 
dered: That the complaint be and is 
hereby dismissed. 
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Public Utility Commission 


Philadelphia Selialcen Water Company 


[Complaint Docket No. 11564.] 


Reports, § 2 — Powers of Commission — Effect of temporary rate order. 
Issuance of a temporary rate order, under a statute providing that rates 
so prescribed shall become permanent at the end of a designated period 
unless the public utility involved shall complain to the Commission that 
the rates prescribed are unjust or unreasonable, does not estop the Com- 
mission from proceeding further during such period to determine the proper 
basis for final fair and reasonable rates by requiring the utility company 
to furnish information under §§ 905 and 906 of the Public Utility Law. 


[July 12, 1938.] 


gr imanenstie to require public utility company to furnish in- 
formation in connection with a rate investigation; furnishing 
of information ordered. 


By the Commission: This matter 
is now before us for action upon a rule 
issued against Philadelphia Suburban 
Water Company, respondent, on June 
27, 1938, directing it to show cause 
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why it should not furnish certain in- 
formation required by the Commis- 
sion under date of March 29, 1938. 
Hearing has been had upon the rule to 
show cause and respondent has been 
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afforded an opportunity to argue its 
case orally before the Commission. 

The information was requested un- 
der the provisions of §§ 905 and 906 
of the Public Utility Law, reading as 
follows : 

“Section 905. Reports by Public 
Utilities —The Commission may re- 
quire any public utility to file period- 
ical reports, at such times, and in such 
form, and of such content, as the Com- 
mission may prescribe, and special re- 
ports concerning any matter whatso- 
ever about which the Commission is 
authorized to inquire, or to keep itself 
informed, or which it is required to 
enforce. The Commission may re- 
quire any public utility to file with it 
a copy of any report filed by such pub- 
lic utility with any Federal department 
or regulatory body. All reports shall 
be under oath or affirmation when re- 
quired by the Commission. 


“Section 906. Duty to Furnish In- 
formation to Commission; Codpera- 
tion in Valuing Property.—Every 
public utility shall furnish to the Com- 
mission, from time to time, and as 
the Commission may require, all maps, 
profiles, reports of engineers, books, 
papers, records, and other documents 
or memoranda, or copies of any and 
all of them, in aid of any inspection, 
examination, inquiry, investigation, of 
' hearing, or in aid of any determination 
of the value of its property, or any 
portion thereof, and shall codperate 
with the Commission in the work of 
the valuation of its property, or any 
portion thereof, and shall furnish any 
and all other information to the Com- 
mission, as the Commission may re- 
quire, in any inspection, examination, 
inquiry, investigation, hearing, or de- 


termination of such value of its prop- 
erty, or any portion thereof.” 

The information was requested to 
secure basic data from which the rea- 
sonableness of the rates of respondent 
company could be determined. 

The instant rate proceeding was in- 
stituted on January 3, 1938, and in- 
cludes consideration of the imposition 
of temporary rates under § 310 of the 
Public Utility Law, as appears from 
the following paragraph in the order 
of inquiry and investigation : 

“It is ordered: That this inquiry 
and investigation include considera- 
tion of the imposition of temporary 
rates under the provisions of § 310 of 
the Public Utility Law.” 

On May 3, 1938, the Commission 
issued a temporary rate order at Tem- 
porary Rate Docket No. 2, in Re Phil- 
adelphia Suburban Water Co., under 
the provisions of § 310(d) of the Pub- 
lic Utility Law. In the communica- 
tion of March 29, 1938, directed to 
respondent, the Commission required 
that all information requested should 
be submitted on or before May 19, 
1938, and stated that hearings would 
be scheduled for May 26, 1938, and 
May 27, 1938. At the hearing held 
May 26, 1938, counsel for respondent 
requested an extension of thirty to 
sixty days for compiling the answers 
to the questionnaire of March 29, 
1938. A suggestion that an extension 
of three weeks be granted was agreed 
to by counsel for respondent but finally 
the sitting Commissioner stated of rec- 
ord that the answers to the question- 
naire were to be submitted by June 30, 
1938, and further hearings were to be 
scheduled for July 7, 1938, and July 8, 
1938. 

All of the above facts are admitted 
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by respondent, but it contends that the 
Commission has, by its order at Tem- 
porary Rate Docket No. 2, estopped 
itself from proceeding in any rate case 
against respondent until the end of 
the 6-month trial period prescribed in 
that order, ending November 6, 1938, 
and refuses to furnish information for 
use in the instant proceeding. 
Although the order instituting the 
instant proceeding was served upon 
the company January 25, 1938, and 
although the questionnaire had been 
in its possession almost two months 
when the hearing was held on May 
26, 1938, respondent had given no in- 
timation to the Commission that it 
considered the proceedings at Tem- 
porary Rate Docket No. 2, as in any 
way affecting the obligation of re- 
spondent to furnish the information 
requested. At the May 26, 1938, 


hearing, as stated above, respondent 
raised no objection to furnishing the 


answers to the questionnaire, but 
merely requested an extension of time 
therefor. Even after the hearing no 
formal notification was given the 
Commission that the company had 
adopted the attitude which it now as- 
sumes. But the Commission, being 
informally advised that respondent did 
not propose to furnish the information 
requested, directed an inquiry to re- 
spondent for determination of its posi- 
tion and received the reply from coun- 
sel for respondent that he had advised 
it not to answer the questionnaire nor 
subject itself to further rate hearings 
upon the theory that the Commission 
had, by its order at Temporary Rate 
Docket No. 2, estopped itself from 
proceeding in this matter. 


It is with great difficulty that we 
attempt to follow the argument made 
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on behalf of respondent. So far as we 
can discern, the position is that since 
§ 310(d) of the Public Utility Lay 
provides that rates prescribed under 
that paragraph “shall become per. 
manent at the end of such trial period, 
or extension thereof, unless at any 
time during such trial period, or ex- 
tension thereof, the public utility in. 
volved shall complain to the Commis. 
sion that the rates so prescribed are 
unjust or unreasonable,” the Commis- 
sion must await the expiration of the 
6-month trial period prescribed at 
Temporary Rate Docket No. 2, be. 
fore proceeding further to determine, 
upon all the relevant evidence which 
it can secure, the proper basis for final 
fair and reasonable rates. 

If this proposition be correct, the 
Commission must abdicate during the 
6-month period the exercise of the 
rate-making function confided to it by 
the legislature. During the six 
months the Commission must sit idly 
by and take no steps to ascertain the 
basic facts upon which fair and rea- 
sonable rates must be determined. 
Under this theory of the meaning of 
§ 310(d), carried to its logical con- 
clusion, if respondent does not com- 
plain to the Commission within the 
trial period, the temporary rates pre- 
scribed will become “permanent,” and 
the Commission will never be able to 
determine their reasonableness. Re- 
spondent claims that it is willing at any 
time to supply the information re- 
quested, and it agrees that all of the 
questions are proper and relevant to 
the determination of rates, but it as- 
serts that the information must be fur- 
nished entirely aside from any rate 
proceedings. 

In our opinion, the contentions of 
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the respondent are so obviously illogi- 
cal that they neither require nor de- 
serve extended consideration. If the 
imposition of temporary rates in or- 
der to bring to the consumers of re- 
spondent proper and reasonable sav- 
ings at the earliest possible moment is 
to be taken as precluding the Commis- 
sion from a full and complete investi- 
gation to determine what ultimate 
rates should be prescribed in fairness 
both to respondent and its consumers, 
the basic purpose of the Public Utility 
Law is defeated by a strained interpre- 
tation of its own provisions. It is, 
of course, desirable that the Commis- 
sion shall prescribe rates upon the basis 
of the most full and complete develop- 
ment of the relevant facts. However, 


the legislature has recognized that to 
await such development would un- 
necessarily and injuriously delay re- 
ductions to which consumers might be 


entitled, and has, therefore, provided 
for the prescription of temporary 
rates. But such provision does not 
mean that the Commission should not, 
with all due diligence, proceed to as- 
certain and consider all matters which 
may indicate what, if any, change in 
the rates temporarily prescribed should 
be made in the interest of the public. 
The suggestion that action clearly 
contemplated as an integral part of 
this proceeding. and stated to be such 


a part in a specific and plain paragraph 
of the order instituting the proceeding, 
has estopped the Commission from 
pursuing this rate investigation in the 
public interest seems to us so obviously 
untenable as a legal or practical prop- 
osition as to refute itself by statement. 
Detailed comment would be gratui- 
tous. 

Upon the record and the evidence 
before us, the conclusion is inescapable 
that respondent has assumed its 
recalcitrant position solely for the pur- 
pose of delay, and the rule should be 
made absolute. Penalties provided by 
law should follow continued failure by 
respondent to supply the information 
required ; therefore, 

Now, to wit, July 12, 1938: It is 
ordered: ‘That the instant rule to 
show cause be and is hereby made ab- 
solute. 

It is further ordered: That Phila- 
delphia Suburban Water Company, re- 
spondent, within thirty days from the 
date of service of this order, furnish 
the information specified in the ques- 
tionnaire forwarded to it under date 
of March 29, 1938, or suffer the penal- 
ties provided in §§ 1301 and 1302 of 
the Public Utility Law. 

It is further ordered: That hear- 
ings in the instant rate proceeding be 
scheduled on August 18 and 19, 1938, 
room 496, city hall, Philadelphia. 





25 P.U.R.(N.S.) 





PENNSYLVANIA PUBLIC UTILITY COMMISSION 
PENNSYLVANIA PUBLIC UTILITY COMMISSION 


Hanratty Domestic Fuel Supply 


Revere Nakssal Gas Company 


[Complaint Docket No. 11499.] 


Parinership — Sale of interests — Effect. 


1, Purchasers of the interest of a partner in partnership business do not 
become members of the partnership when the remaining partner does not 


accept them as such, and they do not obtain any right of control. 


ship Act, §§ 18 (g), 27, p. 61. 


Partner- 


Consolidation, merger, and sale, § 13 — Necessity of Commission approval — 
Acquisition of partnership interest. 

2. Purchase of the interest of one partner in a partnership gas business does 
not result in acquisition of control of the business so as to require obtaining 
the prior consent of the Commission when by reason of the provisions of 
the Partnership Act the purchasers do not become members of the partner- 
ship and do not acquire, as against the remaining partner, the right to inter- 
fere with the management or administration of the business, p. 61. 


Partnership — Powers of Commission — Internal management. 


3. The Commission has no jurisdiction to adjudicate controversies concern- 
ing the internal management of a partnership, but such a controversy is 
properly a subject for a court of competent jurisdiction, p. 61. 


[July 11, 1938.] 


‘Pepascuangy by remaining partner against purchasers of 
interest of other partner in gas utility business; dismissed. 


By the Commission: T. H. Han- 
ratty, a partner in the firm of Han- 
ratty Domestic Fuel Supply, on Octo- 
ber 25, 1937, filed this complaint re- 
questing the Public Utility Commis- 
sion to declare the acquisition of the 
interest of his copartner, J. H. Cham- 
bers, by the principal officers and 
shareholders of the respondent utility 
invalid for failure to obtain Commis- 
sion approval therefor. Complainant 
also requests the Commission to re- 
lieve him from further persecution by 
the officers of the respondent company. 


25 P.U.R.(N.S.) 


In November of 1925, the complain- 
ant with J. H. Chambers and two 
others formed a partnership for the 
purpose of furnishing natural gas to 
the inhabitants of Mather, Greene 
county, Pennsylvania. No articles of 
partnership were executed, but the ac- 
tive management and control of the 
business were placed in the complain- 
ant. Shortly after the partnership in- 
ception, Hanratty and Chambers pur- 
chased the interest of the other two 
men. 


On December 27, 1935, C. R. Sel- 
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fers and J. R. Scott, the principal of- 
ficers and majority shareholders of the 
respondent utility, purchased the in- 
terest of Chambers. Title to the half- 
interest was taken in the name of the 
purchasers as individuals and not as 
oficers of the respondent company. 
As this transaction occurred prior to 
the enactment of the Public Utility 
Law of 1937, any required approval 
should have been obtained from the 
former Public Service Commission 
under the provisions of The Public 
Service Company Law of 1913, as 
amended. 

Section 6(c) of Art. III of the Act 
of July 26, 1913, P. L. 1374 (66 PS 
§ 243) provided that: “It shall be 
unlawful for any public service com- 
pany to acquire, . . . di- 
rectly or indirectly, any con- 
trolling right, title, or interest what- 
soever in, any other public service 
company, conducting business within 
this commonwealth, without the con- 
sent and approval of the Commission : 


If the purchase of Chambers’ in- 
terest by Sellers and Scott was an in- 
direct acquisition by the respondent 


company of “any controlling 
right, title, or interest” in the partner- 
ship of Hanratty Domestic Fuel Sup- 
ply, the approval of the Public Service 
Commission was first required. 

The record in this proceeding con- 
tains no information detailing the 
rights of each partner as of the date 
of the alleged improper purchase. It 
does appear, however, that Hanratty 
and Chambers were equal partners, 
and Hanratty had active control of the 
business. 

Although Hanratty exercised con- 
trol, each partner had an equal voice, 


for § 18(e) of the Partnership Act of 
March 26, 1915; P. L. 18 (59 PS 51 
(e)) provides that “all partners have 
equal rights in the management and 
conduct of the business.”’ 

[1, 2] When Chambers sold his en- 
tire interest to Sellers and Scott, they 
never became partners in the business, 
for § 18(g) of the Partnership Act 
provides that “no person can become 
a member of a partnership without the 
consent of all the partners,” and Han- 
ratty never accepted them as such. 
Furthermore, the purchasers did not 
obtain any right of control, as § 27 of 
the Partnership Act (59 PS 74) pro- 
vides that “a conveyance by a partner 
of his interest in the partnership does 
not . . . as against the other 
partners entitle the assignee 

to interfere with the manage- 
ment or administration of the partner- 
ship business or affairs. . . wee 
also McGlensey v. Cox (1852) 1 
Phila. 387; Power v. Kirk (1859) 1 
Pittsb. 510. Therefore, the purchase 
did not result in the acquisition of such 
control as required obtaining the prior 
consent of the Public Service Commis- 
sion. 

[3] After Sellers and Scott pur- 
chased Chambers’ interest, they filed 
a bill in equity in Greene county de- 
manding an accounting of Hanratty 
and requesting the court to appoint a 
receiver. The court of common pleas 
of Greene county appointed a tem- 
porary receiver and removed the com- 
plainant as manager of Hanratty Do- 
mestic Fuel Supply. The proceedings 
in that court have not as yet been com- 
pleted as the temporary receiver is still 
retained. The complainant has asked 
this Commission to enjoin Sellers and 
Scott from proceeding further in the 
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county court and to relieve him, as 
stated in his complaint, from further 
“persecution.” 

The Pennsylvania Public Utility 
Commission does not have jurisdiction 
to adjudicate controversies concerning 
the internal management of a partner- 
ship. That controversy is properly a 


subject for a court of competent juris. 
diction, and this Commission has no 
authority to inquire into the propriety 
of any action taken by such court; 
therefore, 

Now, to wit, July 11, 1938, it is or. 
dered: ‘That the complaint be and js 
hereby dismissed. 





PENNSYLVANIA PUBLIC UTILITY COMMISSION 


Re Pennsylvania Water & Power 


Company et al. 


[Application Docket No. 36649.] 


Re Safe Harbor Water Power Corporation 


[Application Docket No. 36650.] 


Records, § 4 — Location outside of state — Conditions. 

Interstate power companies under the jurisdiction of the Federal Power 
Commission, having general and accounting offices at a city in an adjoining 
state where the bulk of generated power was sold at wholesale, no power 
being sold at retail, were authorized to keep the books, accounts, papers, 
and memoranda of the corporation at such offices, subject to the condition 
that they file a formal statement agreeing to produce such papers and 
records before the state Commission and have persons in attendance as 
the Commission might desire to question. 


[July 11, 1938.] 


b  capeaconnyr for permission to keep books, accounts, papers, 
records, and memoranda in offices in another state; granted 
subject to conditions. 


By the Commission: These mat- 
ters are joint applications under § 504 
of the Public Utility Law, asking our 
permission to keep the books, accounts, 
papers, records, and memoranda of 
the applicants in their general offices at 
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Baltimore, Maryland. The records of 
the applicants have been kept in that 
city since 1912, and permission for 
their custody outside of Pennsylvania 
was granted by the Public Service 
Commission, our predecessor, but up- 





RE PENNSYLVANIA WATER & POWER CO. 


on promulgation of Temporary Regu- 
lation No. 4 by the Pennsylvania Pub- 
lic Utility Commission on June 8, 
1937, revoking permissions previously 
granted, these petitions were filed. No 
protest has been filed. 

Applicant, Pennsylvania Water and 
Power Company, incorporated under 
Pennsylvania law, operates a hydro- 
electric power and steam generating 
plant on the Susquehanna river at 
Holtwood, Lancaster county, Pennsyl- 
vania. It wholly owns the Susque- 
hanna Transmission Company and the 
Pennsylvania Transmission Company, 
applicant domestic corporations, over 
whose lines the power of the parent 
company is transmitted to the Mary- 
land border and thence over the lines 
of a Maryland subsidiary into Balti- 
more. Most of the power generated 
at Holtwood is sold to the Consolidat- 
ed Gas Electric Light and Power 


Company of Baltimore, which sells 
power at retail within the city of Balti- 
more. 


Applicant, Safe Harbor Water 
Power Corporation, also a domestic 
corporation, operates a hydroelectric 
plant at Safe Harbor, Lancaster coun- 
ty, Pennsylvania. One-third of its 
power is purchased by the Pennsy]l- 
vania Water and Power Company and 
two-thirds by the Consolidated Gas 
Electric Light and Power Company of 
Baltimore. The energy generated at 
Safe Harbor is transmitted into Balti- 
more over the lines of other applicants 
and sold at retail by the Baltimore 
company. Neither of the applicant 
generating companies sells at retail, 
and their energy constitutes more than 
three-fourths of the supply of the 
Consolidated Gas Electric Light and 
Power Company of Baltimore. 


The testimony shows that the gener- 
al and accounting offices were moved 
to Baltimore in 1912. Since then a 
considerable sum has been expended in 
installing wire and telephone service, 
a favorable lease agreement in a de- 
sirable office building has been ob- 
tained, and the company has as its em- 
ployees technical and experienced men 
who maintain their homes in Balti- 
more. 

If the applicants are ordered to 
move their records to Pennsylvania 
they would be greatly inconvenienced 
in their business, and would be re- 
quired to expend a large sum of money 
in making the transfer. Their ac- 
counting and general offices would be 
removed from the center of gravity 
of their system load. Additional tech- 
nical equipment for measuring electric 
energy and output would have to be 
installed in the new general offices. 
Additional telephone service would be 
required to connect the new offices 
with the one in Baltimore, and private 
cables and telemeters would have to be 
installed. 

Neither Holtwood nor Safe Harbor 
contains sufficient office space to ac- 
commodate the general offices, and the 
construction of an office building 
would be required. Applicants would 
also be required to construct homes 
for the accommodation of over one 
hundred transferred employees. These 
employees are technical and experi- 
enced men who have purchased homes 
or have arranged suitable living quar- 
ters in Baltimore. Their transfer 
would seriously affect them and it is 
feared a number would resign rather 
than make the change, and the hiring 
of inexperienced men would be re- 
quired. Applicants contend that 
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trained executives and technical em- 
ployees would not reside in the new 
locations without a substantial increase 
in salary. 

The applicants are interstate power 
companies under the jurisdiction of 
the Federal Power Commission. 
When the Federal officers examine the 
books of the applicants they would be 
required to travel farther and be in- 
convenienced by improper housing 
quarters. 

These factors are important and tend 
to persuade us that the applications 
should be granted. However, when- 
ever records are kept outside this state 
they are not readily available for in- 
spection by this Commission or its 
agents, and if the Baltimore custodians 
of the accounts should refuse to de- 
liver the books, the Commission would 
be greatly inconvenienced. Further- 
more, the clerks and employees who 
are charged with the duty of making 
the entries would be beyond the limits 
of this commonwealth and would not 
be subject to service of process requir- 
ing them to explain any entry in their 
accounts. 

The applicants have agreed of rec- 
ord that they will cooperate with the 
Commission, and comply with any re- 
quest. Section 504 of the Public Util- 
ity Law provides that 


“Every public utility shall keep 
accounts, papers, . . . and 
memoranda in an office within 
this commonwealth and shall not re. 
move the same except upon 
such terms and conditions as may be 
prescribed by the Commission. . . .” 
As a term and condition for approv- 
al of these applications, we will require 
the applicants to file of record a for- 
mal statement that they will produce 
within this commonwealth at such lo- 
cation as the Commission may desig- 
nate, any documents, accounts, books, 
or records upon thirty days’ notice to 
their statutory agent, designated under 
§ 910 of the Public Utility Law, and 
that they will have such persons in at- 
tendance as the Commission may de- 
sire to question concerning entries in 
the account books, or to explain any 
document. Compliance with such con- 
ditions will reasonably assure the 
Commission that the books and rec- 
ords will be available when desired, 
and will mitigate the objectionable fea- 
tures above stated. 

We find that, under the circum- 
stances appearing in these cases, ap- 
plicants should be permitted to keep 
their books and records in Baltimore, 
Maryland, and we will therefore grant 
the applications for permission to do 
so. 
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STEPPING AHEAD 
...With Walker 


Every improvement, every feature, every requirement of best engineer- 
ing practice is included in these Meter Boxes. Built to save you time in 
mounting and wiring—yet offer a good job of wiring everytime, these 
Meter Boxes are just what the industry has long waited for. In the words 
of the industry they are next to perfection. 


Left: Catalogue No. 
W-140-2V with cover 
removed. 


Right: Catalogue 
No. W-140-1V. 


Below: Catalogue 


No. W-140-2H. 








In addition to saving wiring time, 
these Meter Boxes add quality and 
beauty to any home or office. The 
cost? Very moderate. 


Write today for Catalogue 


WALKER 
ELECTRICAL CO. 
Atlanta, Ga. 
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Industrial Progress 


Selected information about manufacturers, 
new products, and new methods. Also news on 
personnel changes, recent and coming events. 


Carpenter Mfg. Co. Introduces 
New Hand Searchlight 


ARPENTER Manufacturing Company, Cam- 

bridge, Mass., has recently introduced a 
new light known as type T & T. This light 
was made after over a year’s codperative 
study in design with the Public Service Gas 
and Electric Co., the New Jersey Bell Tele- 
phone Co., Western Electric, and other units 
of the American Telephone and Telegraph 
Company. 

This new hand searchlight is designed 
with a beam lamphead at one end and a flood 
lamphead at the other. The light uses two No. 
6 or telephone dry cell batteries. A two-way 
toggle switch switches the current from flood 
lamphead to beam. 

The flood lamphead gives a good local work- 
ing light with even light spread over a nearby 
area. The beam, or searchlight, lamphead is 
made so as to give 10-ft. approximate spread 
of light at the top of a 40-ft. pole—just 
enough to give the repair man what he needs 
eae repairs anywhere at the top of the 
pole. 

This light has a bracket so that it can be 
tilted at any angle up or down, so that when 
the light is set on the ground the beam may be 
directed as required by the maintenance or re- 
pair job at hand. 


G-E Announces New Relay 
for Transformer Protection 


Darel high-speed, percentage differential 
relay for transformer protection is an- 
nounced. by the General Electric Company 
with the general designation, Type HDD. It 
effects a combination of harmonic and per- 
centage restraint principles in operation. 

Two types of the HDD relay are available: 
the HDD11A for two-winding transformer 
protection, and the HDD11B for three-wind- 
ing transformers. 

Both are mounted in standard universal 
cases, 53 by 16 inches, suitable for flat surface 
or semi-flush mounting. They are single-phase 
units, and three are required for the protec- 
tion of a three-phase transformer bank. 

Each type has two electrically separate cir- 
cuit-closing contacts, one of which is provided 
with a series target. Each contact will make 
currents up to 30 amperes, but this current 
must be broken externally. 

Average operating time of the new relay 
varies from approximately two cycles just 
above pick-up to less than one cycle above 


forty times pick-up. Continuous current rat- 
ing is five amperes and the minimum pick-up 
is one ampere. 


Pistol Grip and Trigger Switch 
Feature of Heavy-Duty Drill 


HE Black & Decker Company, Towson, 
Md., have produced a new drill known as 
Holgun. This heavy-duty production unit is 
made ofthe highest quality materials and isa 


“Holgun”’—The Heavy-Duty Drill 


perfectly proportioned and balanced tool of 
surprising compactness and smooth rugged 
power, according to the manufacturer. 

Among the many features claimed for this 
new tool are: full anti-friction bearings 
throughout, thus insuring maximum power at 
the spindle; heat treated spindle of high-grade 
alloy steel with splined mounting of spindle 
gear; fool-proof ventilation with three 
screened inlets, any two of which provide 
ample cooling; perfect control for either right 
or left hand operation, due to Pistol Grip and 
Trigger Switch; easy access to any part for 
inspection and servicing; maximum life with 
minimum servicing. 

The overall length of Holgun is 6% inches 
and the weight only 2? lbs. The capacity in 
steel is 4 inch and the no load speed is 1700 
R.P.M. The drill is equipped with a Universal 
motor which operates on A.C. or D.C 

Further information may be secured direct 
from the manufacturer. 


New Low-cost Garage Door 


o make it further possible for the low-cost 
home to be equipped with the convenience 
of a good-quality, upward-acting type of ga- 
rage door, the Kinnear Manufacturing Com- 
pany, F ields Avenue, Columbus, Ohio, an- 
nounced the Junior Model RoL-TOP Door. 


Mention the FortN1GHTLY—It identifies your inquiry 


OCT. 13, 1938 
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TRUCKS and 


GMC TRAILERS 
for Erary Util 


GMC 


* Sizes from % to 15 | * Newest Cab-Over- 
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Only GMC offers every popular type and style of both trucks and trailers 














oa —at prices crowding the lowest. Countless GMC’s are registered in pub- 
= lic utility service because they have longer, more useful life, cost less to run, 
nale 
a attract the public eye, and because they are available in sizes up to 15 tons. 
vide 
bar Our own Y. M. A. C. Time Payment Plan assures you of lowest available rates 
anc 
for 
vith 
5-MAN-CAB LINE TRUCK 
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y signed and built en- 
700 tirely in GMC shops. 





Atime-saver and la- 
bor-saver for utilities. 
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OF. GENERAL MOTORS TRUCK & COACH e@ DIVISION OF YELLOW TRUCK & COACH 
MANUFACTURING COMPANY @ PONTIAC, MICHIGAN 
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Though much lower in cost, this new door 
operates on the same principle as other well- 
known models of Kinnear RoL-TOP Doors; 
namely, being composed of several wood sec- 
tions, hinged and fitted with ball-bearing rollers 
which travel up, over and back of the open- 
ing by means of vertical tracks, placed at 
either side of the doorway. Counterbalance is 
accomplished by two properly pre‘ested, ten- 
sion springs, one placed parallel to each of the 
horizontal tracks. 

Sections are of high grade kiln dried lumber 
with 13 inch thick styles and rails which are 
connected by blind mortise and tendon joints 
and glued with waterproof glue. Panels are 4 
inch three-ply fir veneer. Rollers are of Kin- 
near special ball-bearing design and are ap- 
plied in connection with steel strap hinges of 
No. 13 U. S. gauge steel. Tracks are formed 
of .083 inch thick steel. Horizontal tracks are 
reinforced at the curve by a structural steel 
angle. Doors for openings two-car wide are 
reinforced with Kinnear’s special steel truss 
bars, which minimize the possibility of de- 
flection. The door can be provided with or 
without glass sections. 

This new Junior Model is offered in six 
standard sizes for openings one and two-car 
wide. It is reported that mass production, 
made possible by limiting the number of avail- 
able sizes, has permitted the unusually high 
quality construction embodied in a door so at- 
tractively priced as this new door. 


G-E Announces New Air 
Circuit Breaker 


A NEW air circuit breaker for the protection 
of power and lighting circuits with an 
interrupting rating of 10,000 amperes is an- 
nounced by the General Electric Company. 
Designated Type AE-1A, the new device is 
available in the ratings 600 volts a-c; 250 volts 
d-c; 15-225 amperes. The breaker is com- 
pletely enclosed in a steel housing and may be 
installed conveniently and operated safely. 

One of the features of the new breaker is a 
system of arc quenchers and barriers which 
prevent arcs from occurring between the con- 
tacts and the steel enclosing cover. The arcs 
are extinguished in less than fifteen thou- 
sandths of a second after the contacts part. 

The AE-1A breaker is offered in single, 
double, triple, and four pole units. Manual 
or electrical operation, for live-front and dead- 
front switchboard mountings, or metal en- 
closures with or without pull-boxes for in- 
dividual mounting is optional. Mechanism of 
the breaker is trip-free and it cannot be held 
closed with the handle against short circuits. 
Red and green targets on the front of the en- 
closure tell whether the breaker is closed or 
open, 

The new breaker has dual magnetic over- 
current devices, although dual magnetic- 
thermal devices can be substituted without ad- 
ditional cost. Both devices can be applied for 
motor running protection, provided the start- 


ing characteristics of the motor are such that 
the breaker will not trip during the temporary 
overload while the motor starts. 


Stanley Electric Tool Offers 
New “Victor” Bench Grinder 


NEW No. 66 “Victor” Bench Grinder, } 
H. P. motor, full ball bearing, 6-inch 
wheels, is now offered at $18.50 (110 volts) by 


Stanley Bench Grinder 


Stanley Electric Tool Division, New Britain, 
Connecticut. The new grinder is particularly 
suited for general grinding, sharpening tools, 
buffing, polishing and wire brush work in 
garages and factories. 

Finished in gray enemal, the No. 66 “Victor” 
Grinder is equipped with sturdy wheel guards, 
tool rests, toggle type switch, three-wire rub- 
ber covered cable, rubber feet, two grinding 
wheels 6 inches in diameter—one coarse and 
one fine. 


Elliott Co. Issues Bulletin 
On Surface Condensers 


LLiott Company, Jeannette, Pa., has recent- 
E ly issued a new publication—Bulletin C-8 
—on Surface Condensers. a 
This 24-page bulletin contains discussion of 
various subjects relating to condensers sucli 
as heat transfer, tube layout, tube sizes and 
materials, methods of installing tubes, ejec- 
tors and pumps, curves on heat transfers, 
friction loss, logarithmic mean temperature 
difference, condenser formulas, and a pres- | 
sure-temperature conversion table. 
Copies of the bulletin may be secured direct 
from the manufacturer. 


Utility Orders Appliances 


1TH its bargain appliance sales cam- 

paign averaging approximately 4, 
packages a day, Consolidated Edison Company 
of New York, Inc., has ordered 100,000 items 
from each of the manufacturers. E. F. Jeffe, 
vice-president believes the 200,000 packages 
will be sold before the drive closes the first 
of the year. The bargain package consists ot 
an iron, a toaster, a radio and a six-way I.E. 
lamp and retails for $24.50. The value of the 
appliances totals $53.25. 


Mention the FortNiGHtLY—It identifies your inquiry 


OCT. 13, 1938 
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A set-up for meeting 
special requirements in strand 


HEN special characteristics are required in strand, the place to 
begin is at the open-hearth furnace. The complete integration 
of all manufacturing operations under Bethlehem’s system of control, 
beginning with steel making and following through all subsequent 
phases, is an important factor in making strand to meet special 


conditions. 


BETHLEHEM STEEL COMPANY 
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Marshalling the facts— 


Interpreting issues 
and trends— 


Here is a new book that will help the business man to 
arrive at sound viewpoints concerning the ever more im- 
portant questions of public utility regulation. The book 
supplies the necessary analysis of the nature and extent of 
regulation today—critically and impartially considers its 
economic significance. 


Just Published 
Public Utility Regulation 


By G. Lloyd Wilson, Professor of Transportation and Public 
Utilities, University of Pennsylvania 

James M. Herring, Assistant Professor of Geography and 
Public Utilities, University of Pennsylvania 

and Roland B. Eutsler, Professor of Economics and Insur- 
ance, University of Florida 


571 pages, 6 x 9, $4.00 





° This book does the job of research for the man who wai 
Chapter Headings a full, detailed picture of the regulation situation. It is 


Regulation before the Estab- correlation and analysis of facts from laws, records, cou 
eens of See Comoe decisions, the literature, and other sources that have a be: 
Regulation by State Com- ing on the case. It represents the complete, integrated stor 
missions : —the history, the extent, the significance, the trend, of pub 
Heston of Accounting and utility regulation in the United States. 
Rate Regulation ; : : . 
The Valuation of Public Util- You will appreciate the pertinently critical discussion of: 
ities ° ° 

—the emergence of regulation and its development through the state 


Fair Return TBS 
. Depreciation commissions pattern 


- Regulation of Service —the problems of state versus local regulation 
oe os — Issues —the issues involved in regulation of accounting and reporting, rates 
. —— ° olding Com- and valuation for rate-making, rate of return, depreciation, service, 
. The Federal Government and ee ee : see nd 
the Public Utilities —the expanding role of the Federal Government in utility control, al 
. Regulation of Motor Transpor- its value in terms of the possibilities of sounder regulation 
tation : —Governmental experiences in undertaking power projects and pro 
q Medertl Regulation of Inter- moting rural electrification 
state Commerce in Gas and —their significance as instances of national economic planning 
Electricit Msi oe 
. National Wa saat Policy and the —the issues of governmental versus private ownership 
P os oc rt Commission 
i eral Power Projects 
- Rural Electrification Order from 
. Federal Regulation of Com- 


‘Decora Oivabiitily PUBLIC UTILITIES REPORTS, INC. 
MUNSEY BLDG. WASHINGTON, D. © 
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TRANSFORMERS 


STRAIGHT-LINE 
MOVEMENT 


By turning the shaft (1) the movement is transmitted by gear (2) and rack (3) 
to a double blade (4). This blade provides a wiping contact with stationary blades 
(5) to which the tap leads (6) are permanently brazed. 


Surface is cleaned before contact is made, insuring lower contact resistance and 
absence of heating. No springs or other parts to get out of order; under short circuit 
contacts grip more tightly and without tendency to loosen. In three-phase trans- 
formers all tap changers are operated by a common shaft, eliminating danger of 
setting in different positions where individually operated. 


These improved tap changers are standard 
equipment in all Pennsylvania Power Trans. 
formers and have proved their reliability in 
years of actual service. 


1%Ole-ISLAND_ AVENUE, N.S. 
PITTSBURGH. © PENNA. 
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CARPENTER LIGHTS 


ANNOUNCE TYPE 


YOU OWE YOUR MEN 
THE GEST THERE 5S 


FASTER—BETTER 
LINE REPAIRS 


To 


A 10 ft. spread of light atop a 40 ft. pole 


or a 20 ft. floodlight circle. 


USES 2 *6 Dry Cell Batteries 


MANUFACTURERS OF WORLD'S MOST POWERFUL 
HAND AND REPAIR CAR SEARCHLIGHTS 


Sent on approval 


CARPENTER MFG. CO.—CAMBRIDGE, MASS. 
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| tae review magazine of current opinion 
and news relating to public utilities. 
Conducted as an open forum for the 
frank discussion of both sides of contro- 
versial questions — economic, legal and 
financial; also gives trends in the present- 
day control of these companies—govern- 
mental competition — state and Federal 
regulation. 


{ Issued every other Thursday—26 num- 
bers a year—annual subscription $15.00. 


§ The only magazine furnishing current 
and vital information on all subjects in- 
volving the financing, operation, and 
management of public utilities under gov- 
ernmental regulation and competition. 


§ A magazine of unusual value and cur- 
rent stimulation to all persons holding 
positions with, or having a financial in- 
interest in, public utilities. 


Published by 


PUBLIC UTILITIES REPORTS, INC. - 


- 1038 Munsey Bldg., Washington, D. C. 
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100 POWER to 
DOOR EFFICIENCY! 





With KINNEAR MOTOR OPERATED ROLLING DOORS 


Door efficiency reaches a new high when you combine upward 
action with motor control. And that’s what Kinnear Motor Op- 
erated Rolling Doors offer you! 


Think of the time and labor saved when doors are operated 
quickly and easily—by the mere touch of a button—from any 
number of conveniently located control switches! Think, too, of 
the savings in space—and in operating and maintenance costs— 
made possible by rugged steel doors that coil out of the way 
above the lintel. They open easily over ice, snow, swollen ground 
and other obstructions—out of reach of damage by vehicles, wind 
and elements—and afford protection against fire and theft. Door 
efficiency at its best! 
Because all Kinnear Rolling Doors are custom-built to fit exactly 


the particular openings for which they are intended, they can be 
installed easily and economically in any building, old or new. 


WRITE TODAY FOR COMPLETE INFORMATION 


INNEAR °°. 
2060-80 FIELDS AVE. 


Pe Xoly MTom te kel >t COLUMBUS, OHIO 


This page is reserved under the MSA-PLAN (Manufacturers Service Agreement) 





Public Utilities Fortnightly 








, W onder They're So Long-Lived 


MAGINE numerous strips of pure, corrugated lead 
being rolled up rolled up into compact rosettes and forced, under 
into rosette for . ° ° ‘ : 
ey in alae great pressure, into openings in an alloy grid. That's 
eae the way the Exide-Chloride’s positive plates are con- 

structed. Its negative plates retain the active ma. 
terial in boxes of perforated sheet lead. 


Strip of corrugated lead 


Do you wonder that this battery has such excep. 
tional life, or that it has been the favorite of utility 
and industrial power plant engineers for half a cen. 

: 5 tury? Write for our Bulletin 204; it gives a lot of 
Section of Manchester posi- 


tive plate, showing “rosettes” information about this remarkable battery. 
in grid, 


FE 4 0) THE ELECTRIC STORAGE BATTERY CO.F 
x I e€ The World’s Largest Manufacturers of Storage B* 
CH LORIDE Batteries for Every Purpose 


PHILADELPHIA 
BATTERIES Exide Batteries of Canada, Limited, Toronto 








COMBINED METERS SANGAMO TYPE HV METER 


AND TIME-SWITCHES 


The Type HV instruments combine a 
standard singlephase HF watthour 
meter with a synchronous motor time 
switch—in various switching arrange 
ments—supplied with or without two- 
rate register. Low cost installation and 
TYPE HV-11-S-2 minimum space requirements make 
them desirable for metering and con- 


TYPE HV-11-A 


trolling off-peak loads. 


Modern Meters for Modern Loads 


SANGAMO ELECTRIC COMPANY 


SPRINGFIELD, ILLINOIS 
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Chipping Goggles 


SAFETY-SERVICE”’ 


A Quality Line of 


ccident-Prevention Equipment 
for Every Industrial Need! 


b “SAFETY-SERVICE” line is noted for “High Quality” and is 
omplete line of safety equipment necessary to safeguard your 
kmen against any and all sorts of industrial hazards—protection 
m head to foot, such as Goggles, Welding Glass, Helmets, Hoods, 
s Masks, Respirators, Protective Hand Cream, Lineman’s Rubber 
ves and Blankets, Floor Mats, Ladder Shoes, Wool Suits, also 
ves, Mittens, Sleevelets, Coats, Pants, one-piece Suits, Leggings 
and Aprons made of either Asbestos, 
Leather or Fire-Resisting materials, 
and a large number of mechanical de- 
vices, machine guards, signs, etc. 
Send us your orders for ALL Safety 
equipment items. Whatever your re- 
quirements are—we have it, and our 
prices are very reasonable. 
Write TODAY for copy of our general 
Catalog No. 10 on Accident-Prevention 
equipment. It helps solve your acci- 
dent-prevention problems, by helping 
you to select the proper device for a 
specific need. 


E SAFETY EQUIPMENT SERVICE CO. 


Buell W. Nutt, President 
1230 St. Clair Ave., CLEVELAND, OHIO 


Welding Glass 
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Rate Changes! 





THE ONE-STEP METHOD 


OF BILL ANALYSIS 


R & §S Bill Frequency Analyzer: developed for our Utility Rate Service. 
The 100 cu. ft. of gas billed are entered on the adding machine. A tape is 
prepared of all items and a ption total lated, which serves as a 
control. At the same time—by this single operation—the bill count for each 
100 cu. ft. of gas step is made by the electrically controlled registers. 














A continuance of frequent rate changes, and the pressing need 
for current data on customer usage is causing many Operating 
and Holding Companies to use R & S One-Step Method for 
analyses, and compilations required for scientific rate making. 
Costs have been greatly reduced. 


Estimates promptly submitted. Such marked savings that analyses now can 
be carried on currently for much less than former cost of periodic studies. 


Recording & Statistical Corporation 
Utilities Division 
102 Maiden Lane, New York, N. Y. 


Boston Chicago Detroit Montreal Toronto 
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Joes a year’s work 


n THREE WEEKS! 






bw E. T. L. speeds endurance tests 
electric range oven thermostats. 








Specifications in current use for 
electric ranges require the oven tem- 
perature control device to withstand 
an endurance test of 50,000 cycles 
of operations with normal electrical 
load and at a temperature setting of 
500 F. 


The completion of this test would 
take more than a year, if the thermo- 
stat were operated normally in the 
range. Hence Electrical Testing 
Laboratories devised the test set-up 
pictured above, which heats, cools, 
and counts cycles automatically to 
complete the test in less than three 
weeks, 
















For more than forty years E. T. L. 
has been finding the facts of quality 
by test for utilities and manufac- 
turers. Now, with greater facilities 
than ever, our possibilities for ser- 
vice are likewise greater. 












ELECTRICAL 
TESTING 
LABORATORIES 


East End Avenue and 73th Street 
New York, N. Y. 








DAVEY TREE TRIMMING SERVICE 


Guarding Good Will 


@ Men of Fine Appearance 
@ Invariably Tactful 
@ Uniformly Intelligent 


@ Painstakingly Trained 


Always use dependable Davey Service 





DAVEY TREE EXPERT CO. KENT, OHIO 


DAVEY TREE SERVICE 


Se 



























— Alloy tool steels made to exacting 
specifications 

— Old craftsman methods of indi- 
vidual manufacture 

— The most rigid inspection and test- 
ing of each plier 

Klein methods are not mass production 

methods but for a man who demands a 


plier of Klein quality there is no way te 
produce it except the Klein way. 


Mathias 


& Sons 





Chicago. IIL US4 
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HOW TO CHOOSE 
A TYPEWRITER 


o% 
a 


THE DESK TEST 


WILL SHOW YOU...RIGHT IN YOUR OWN OFFICE 


Without interruption to your daily rou- 
tine—this famous test will demonstrate 
why thousands of offices are changing to 
Easy-Writing Royals. It will prove, in 
terms of your own business, the true 
worth of each and every Royal improve- 
ment. 


why operators everywhere consider the 
Easy-Writing Royal so much easier to 
use ... why they produce better typing 
faster, at lower cost, when they have 
Royals. 

Request your secretary to obtain the 
facts about THE DESK TEST. There is 


It will also provide convincing reasons _no obligation. 


*THE DESK TEST is a fact-finding trial. 
It costs nothing, proves everything. Phone 
your Royal representative for complete 
information, or use the coupon below. 


WORLD’S NUMBER 1 
TYPEWRITER 


World’s largest company devoted exclusively to the 
manufacture of typewriters. Factory: Hartford, Conn. 





GET A 10-DAY DESK TEST FREE! 


Royal Typewriter Company, Inc. 
Department WPU-1013 
2 Park Avenue, New York City. 

Please deliver an Easy-Writing Royal 
0 my office for a (0-day FREE DESK 
TEST. | understand that this will be 
done without obligation to me. 





Name 


Firm Name 





Street 





City state 
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CONFIDENCE.. 





onfidence in Darling Products is characteristic. We The | cscs te 
i ® e large arrei oO 

o make them believe that Darling Gate Valves and the Darling Hydrant 

Fire Hydrants are just about as fine as could be de- a aD plentiful 
ie supply of water — 

sired. Our customers are steady customers—which in- and there are many 


dicates that they share our opinion. other advantages. 


Darling Valves and Hydrants justify this confidence. 
They afford trouble-free service over long periods of 
time. Performance of this kind pays dividends in 
reduced maintenance costs. 


Have you particular problems in regard to valves or 
hydrants? The nearest Darling representative will be 
glad to talk them over with you—no obligation, of 


course. 
Darling Valves 
are the choice of 


Darling Valve & Mfg. Co. F | ig titi 
Williamsport, Pa. 


Representatives in: 


NEW YORK PHILADELPHIA OKLAHOMACITY HOUSTON 
PITTSBURGH TOLEDO EVANSTON, ILL. 


Dar.LiNG 


Gate Valves and Fire Hydrants 
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52,332 MILES 
0 THE TOP OF PIKES PEAK 


Chevrolet 1'/2-Ton Model, in Longest 

Truck Test Ever Observed by the 

A.A.A., Again Proves Its Economy. 
Stamina, and Reliability. 





There’s a thrilling story in the achievements of a standard Chev- 
rolet 1%-ton truck on its officially observed test run, touching 
every state of the union, plus Canada and Mexico, covering 
53,825 miles—equivalent to twice around the world—in 70 davs’ 
running time. 

But truck buyers want facts, not thrills—so look at the figures 
officially certified by the Contest Board of the American Automo- 
bile Association (Sanction No. 3562). 


Chevrolet Long-Distance Safety and Dependability Truck Run 


DETROIT, OTTAWA, MEXICO CITY, MIAMI, SAN FRANCISCO 
NEW YORK, SEATTLE, PIKES PEAK, DETROIT 


Start, Detroit, January 11, 1938. Finish, Detroit, July 5, 1938. Total test miles, 53,825. 
Net running time, 1660 hrs., 55 min. Average speed, 32.41 m.p.h. Gross weight, 9260 lb. 
Miles per gallon, 15.37. Ton miles per gallon (gross weight), 71.16. Gasoline cost per mile 
(at 20.1¢ per gallon average), $.01312. Gasoline cost per ton mile, $.00283. Miles per 
quart of oil consumed, 1320. Total lubrication cost, $43.38. Mechanical work, periodical 
inspections, and replacements (including six tires and tubes at $150.00), $204.98. Total 
cost (gasoline, oil, lubrication, replacements, including tires), $994.01. Total cost per mile, 
$.01847. Total cost per ton mile (gross weight), $.00399. Miles on original set of tires before 
replacement, 32,936.8. Water added to radiator, 11 qts., 134 pts. Time of test run with 
full load to summit of Pikes Peak, after 52,319.7 miles of test driving, 61 min., 41-2/5 sec. 
for the recognized 1214-mile Pikes Peak Highway Race Course. 


CHEVROLET MOTOR DIVISION, General Motors Sales Corporation, 
DETROIT, MICHIGAN 


aay 
HEVROLET TRUCKS 


‘THE THRIFT-CARRIERS FOR THE NATION” 
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@ Theoretically, although it had never been 
done before, engineers knew that if a stoker 
could maintain an even fuel bed, it would 
minimize draft problems, permit the efficient 
burning of low cost coals ——and surpass in 
performance all existing stokers. Scores of 
engineers tried to secure this even fuel bed 
effect. Stowe Stoker engineers, and only Stowe 
Stoker engineers, succeeded. They conceived 
and perfected ‘‘compensating feed.” 
“Compensating feed’”’ maintains the fuel bed 
automatically at an even depth, side to side 
and front to rear ... and moves it toward the 
ash hoppers at constantly diminishing speed so 
that it does not burn thinner and thinner. It 
reduces carbon loss in the ash sometimes by a 
full 50% and minimizes draft problems. Com- 
partmented wind boxes, and long rear arches, 


THE JOHNSTON and JENNINGS CO., 977 Addison Rd., Cleveland, Ohio 
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are no longer necessary. A less costly furnace 

chamber results. The formation of hills and the 

ramming of the fuel bed into piles cannot occur, 

A uniform burning rate over the entire grate 

area, and more rapid pickup are secured. 
Today you will find these modern, more 

efficient stokers, that have been characterized 

by impartial observers as the biggest forward 

step in mechanical firing in the last 10 years — 

in service from Arkansas to Massachusetts. 

They are the logical first choice for any new 

boiler or modernization proj- 

ect. May we send you more 

complete details and a fully 

descriptive catalog? It will 

pay you to investigate 

Stowe Stokers’ possibilities 

for your plant. 
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Here's how to get a 


complete check-up 


I= The Oil you get... 
2- The Oil you may lose... 


= The operating efficiency of 


your Diesel Engine... 
or industrial oil burner 


You can use the Neptune Red Seal Fuel Oil 

Meter to measure oil, (a) from tank cars or 

barges to storage, and (b) from storage to Diesel 

or industrial burner (thus checking on storage 

losses). Without the use of complicated, ex- 

pensive accessory equipment or “day tanks”, 

© OF the gocitive displacement you can now determine exactly the number of 
one moving part in the meas- gallons of oil consumed per k.w. hour, or the 
Sletein Meagan, aanerne: gallons of oil burned in terms of pounds of 
Designed lly for fuel steam produced. In other words, an accurate 
pole sas ond Jor yoare | check-up on oil consumption; a true picture of 
he age Suaurye operating efficiency. This Red Seal Meter not 
only records, but makes possible a running check 

for any period during the day’s operation. For 

IMINATE COMPLICATED complete information, write Neptune Meter 


EASURI — Company, 50 West 50th Street (Rockefeller 
intinteitin ine Center) New York City. Branch offices in many 


EPTU im SOFEGT Fiuclent Watts Iyelers. 
: Fur OWMETER 
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RY PULVERIZER 





Plant after plant in the Public Utility industry has swung to Ril 
Pulverizers ... definitely establishing Riley as one of the lead 


A few Public Utilities using Riley Pulverizers .,. 


Union Electric Light & Power, Cahokia . . . Repeat Order 
Edison Electric Illuminating Co., Boston . . . Repeat Orde 
Hartford Electric Light Co., Conn. ... Repeat Order 
Potomac Electric Power Co., Washington, D.C. 
Oklahoma Gas & Electric Co. . . . Repeat Order 
Stamford Gas & Electric Co., Conn. 

City of Springfield, Ill. 

City of Tacoma, Wash. 

Savannah Electric Co., Georgia 

Dubuque Electric Co., Iowa 

Central Iowa Power & Light Co. 

Lynn Gas & Electric Co., Mass. 

Upper Michigan Power & Light Co, 


RILEY STOKER CORPORATION 


WORCESTER, MASS. 


BOSTON NEW YORK PHILADELPHIA PITTSBURGH BUFFALO CLEVELAND DETROIT TACOMA 
ST. Louis CINCINNATI HOUSTON CHICAGO ST. PAUL. KANSAS CITY LOS ANGELES ATLANTA 


COMPLETE STEAM GENERATING UNITS 


BOILERS - SUPERHEATERS - AIR HEATERS - ECONOMIZ ERS - WATER-COOLED FURNACES 
PULVERIZERS - BURNERS - MECHANICAL STOKERS - STEEL-CLAD INSULATED SETTINGS 
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...and, as a result... 


IMPORTANT SAVINGS 


IN YOUR ELECTRICAL 
DISTRIBUTION COSTS 





F the many products specifically designed by Johns- 
Manville to lower cost and increase efficiency of 
electrical distribution, Transite Conduit is a striking 
example of how well this purpose has been accomplished. 
Made of two imperishable materials—asbestos and 
cement, Transite Conduit is strong, permanent, corrosion- 
resistant, fire- and weather-proof. 
UNDERGROUND, Transite’s strength permits installation with- 
out an envelope. “‘Concreting-in’”’ costs are eliminated—installa- 


tion savings large. And Transite’s high resistance to corrosion 
assures virtual freedom from maintenance. 


ABOVE GROUND— in any exposed location—Transite Conduit 
is weatherproof. Incombustible, it is unharmed by smoke or 
corrosive fumes. Hence, it offers the economy of permanent 
efficiency, at negligible upkeep, throughout its years of service. 
Utility executives concerned with lowering electrical 
distribution costs ... and keeping them low ... will 
find it profitable to get all the facts on the many ad- 
vantages of this modern conduit. For details, address - 


Johns-Manville, 22 E. 40th St., N. Y. C. 
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“What Kinds of Plants Use 
TODAY’S TAYLOR STOKERS?” 





TAYLOR STOKERS are responsible for low 
cost steam generation in plants representative of 
a wide cross section of industries, institutions, and 
municipalities! e There is one reason for this. 
Operators can DEPEND on Taylor Stokers! e 
Through constant research and constant develop- 
ment, A-E-CO engineers are continually anticipat- 
ing industry’s needs for economy and dependa- 
bility. e Today’s Taylor Stoker deserves careful 
investigation! Call in one of A-E-CO’s repre- 
sentatives. Get the FACTS! 





A-E-C $ . 
The RECO | sic7 cays: ay 
Taylor Stoker “He oists, arine Dee! uxiilaries. 


Auto Accessories 


Automotive 


Breweries 


Central Stations 


Chemicals 
Drugs 

Glass 
Government 
Institutions 
Leather 


Linoleum 


Metal Working 
Milk Products 


Municipalities 


Paper 
Railroads 


Schools-Colleges 


Textile 


Tobacco 


AMERICAN ENGINEERING COMPANY 


PHILADELPHIA, PA. e IN CANADA: AFFILIATED ENGINEERING CORPORATIONS, LTD., 


MONTREAL, P. @ 


——7_ 
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nother chance to tie up with this 


potent builder of new lighting cus- 
tomers! Another opportunity to 
sell more current by showing the 
merchants and property-owners in 
your territory the advantages of 
modern, business-building store 
front lighting and design. 


The Pittco Store Front Caravan, 
with twelve scale models of modern, 
properly illuminated store fronts, is 
going to cover the entire country 
again. If it visited your territory on 
its first trip, you'll know how help- 
ful it was to you in educating your 
prospects to a better appreciation 
of adequate store front illumination. 


at 


he PITTCO STORE FRONT CARAVAN 
R etucns! 


This time, the Caravan will cover 
your territory more broadly than 
before. Having presented its store 
front exhibit in all the metropoli- 
tan areas on its previous tour, it 
will this time present showings of 
its scale models in the more 
important smaller communities 
throughout your territory . . . giv- 
ing every merchant and every 
property owner a chance to see it. 


Watch for the return of the Pittco 
Caravan ... and tie up with it in 
your sales efforts. Your nearest 
Pittsburgh Plate Glass Co. branch 
can give you specific information 
as to when it will revisit you. 


PITTSBURGH, 


PLATE GLASS COMPANY 
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, aeeeree the land a new 
spirit is on the march—a rallying of 


“volunteers” filled with high resolve to 
carry to their fellow-Americans a better 
understanding of the business system 
under which we live and prosper. 


In more than a thousand communities, 
devoted groups of America’s two mil- 
lion business men are banded together 
and are eagerly engaged on the job of 
reselling the American System of free 
business enterprise which has given 
this nation the highest living standards 
of all times—and can continue to do so. 


We were once proud to be dubbed a 
business nation. We had come, re- 
cently, to be ashamed of that designa- 
tion. But the current interlude of “hard 
times” has now taught us once again to 
take pride—and to put faith—in the 
common sense practical method of 
providing in abundance more things 
for more people. 


Is it too much to hope that we shall 
gain our stride again? 


No—if we return to the time-tried 
American way of whole-hearted team- 
work on the part of worker, manager, 
and tool supplier (investor); if we re- 
turn to lower government expense and 
thus release more money for new enter- 
prises and business expansion; if we 
encourage — rather than hamper — the 
men who have dreams and are willing 
to dare in the industrial field. 


All of which is wrapped up and com- 
prehended in the simple phrase 


What Helps Business Helps You 


THE JOB of each man who believes these 
things is to set about immediately to convince 
his neighbors, no matter how small his circle 
of influence. 


If you want to help ask how of your local 
Chamber of Commerce or Trade Association. 





This advertisement is published by 


NATION’S BUSINESS 


—a magazine devoted to interpreting business to itself, 
and bringing about a better understanding of the intri- 
cate relations of government and business. The facts 
ae age here are indicative of its spirit and contents. 

rite for sample copy to NATION’S BUSINESS, 
WASHINGTON, D. C. 
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n International Industrial unher hauling a tremendous load, typical of the heavy: rere eet ‘ane tractors are called 
to handle Working either alone or with in-built equipment, International Tractors are capable of powering a great 


ariety of jobs. 


Sank on the aeemiinen of 
NTERNATIONAL Industrial Tractors 


sure-footed 
crawler power, specify TracTracTors— 
available in five models for gasoline and 


reat working capacity, low-cost opera- 
ion and maintenance, long life — these 
ake investment in International Indus- 
trial Tractors unusually profitable. The 
ougher the job the greater the need for 
nternational TracTracTors (crawlers) 
nnd Wheel Tractors. These International 
arvester quality products are engi- 
eered in every detail to give plus per- 
ormance and to cut costs to the bone. 


Solve your tractor problems with In- 


ternational. If you need 


Diesel operation. International Wheel 
Tractors are built in five models, from 
the small, compact Model I-12 to the big 
Model ID-40 Diesel. 


Investigate International Industrial 
Tractors—ask the nearby International 
Industrial dealer or Company-owned 
branch for a demonstration. 


INTERNATIONAL HARVESTER COMPANY 


(Incorporated) 
180 North Michigan Avenue, Chicago, Illinois 


INTERNATIONAL HARVESTER 


This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 





Public Utilities Fortnightly October 13, jy 











Ketter PRODUCTS... 
because CITIES SERVICE knows your problem 








C ITIES Service engineers, backed by 74 years of practical 
lubrication experience, are concentrating their efforts daily 
on solving the various lubrication problems with which in- 
dustry is faced. 


Wherever moving surfaces come together, no matter what 
the speed or load, Cities Service can recommend authorita- 
tively the correct lubricants to use. Whether you need heavy 
greases for massive gears or the lightest of oils for delicate 
precision machines, Cities Service is ready to fill your every 
need. 


Cities Service engineers will be glad to discuss your lubri- 
cation problems with you. 


¢$¢¢¢ 4 


CITIES SERVICE INDUSTRIAL OILS 


Compressor Oils Marine Engine Oils 

Cutting Oils Quenching and Tempering Oils 
Diesel Engine Oils Sewing Machine Oils 

Cylinder Oils Spindle Oils 

Star Ice Machine Oils Transformer Oil 

Leather Finishing Oils Turbine Oils 

Loom Oils Wool Oils 


Cities Service Radio Concert every Friday evening, 8.00 P.M, Eastern Standard Time. 
SOREN SEC Ee TIS et 
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INCOLN SAID: 


"A man’s legs should be 
just long enough to 
reach the ground” 


n over 50 years, CRESCENT 


as grown in size and scope— 


ithout becoming unwieldy... 





Crescent’s large, modern, efficient, plant 

ey : : CONTROL CABLE 

is its only plant — producing nothing 

b i d cable f ll electrical gn etme 

ut wire and cable tor all electrica LEAD COVERED CABLE 
needs. With sales representatives and MAGNET WIRE 
adequate warehouse stocks blanketing PARKWAY CABLE 
RUBBER POWER CABLE 


Crescent works closely through recog- a — 


nized electrical wholesalers to assure SIGNAL CABLE 


unexcelled service in supplying cus- VARNISHED CAMBRIC 
CABLE 


WEATHERPROOF WIRE 


the country in strategic locations, 


tomers’ requirements in electrical wire 





and cable. 








All types of Building Wire and all 
kinds of Special Cables to meet 
A.S.T.M., A.R.A., 1.P.C.E.A., and all 
Railroad, Government and Utility 
Companies’ Specifications. 
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HYDRAULIC TURBINES 
FRANCIS AND HIGH SPEED RUNNERS 
* Penstocks 
* Butterfly Valves 
*& Power Operated Rack Rakes 
* Gates and Gate Hoists 
* Electrically Welded Racks 


NEWPORT NEWS SHIPBUILDING AND DRY DOCK COMPANY 
Hydraulic Turbine Division 


NEWPORT NEWS, VA. 

















Some Pointers You Should Know 


about CONNELLY 


Patented 5 eee A. — Uniform 
Product BA CO Sn TAN Mixture 











Extra High 
Capacity 








Selected babe also ee nr, Selected Chip Sustained 
° iller and also Connelly active hydrated ae 
Filler alkalized Iron Oxide—both superior prod- Activity 
ucts for gas 1 ea Write for Bul- 

letin No. 100-B 


CONNELLY 29):S22"Sii'? 


CHICAGO, ILL. tative: T. H. Piser, Wellesley Hills, Mass. ELIZABETH, N. J. 
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CHICAGO 46 SO. 5TH ST., COLUMBUS, OHIO NEW YORK 
Canadian Hoosier Seolmeesing Company, Ltd. 


ERECTORS OF TRANSMISSION LINES 
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PROFESSIONAL DIRECTORY 


@ This page is reserved for engineers and engineering concerns especially equipped by 
experience and trained personnel to serve utilities in all matters relating to rate questions, 
appraisals, valuations, special reports, investigations, design and construction. « « 














THE AMERIGAN APPRAISAL GOMPANY 


INVESTIGATIONS e« VALUATIONS «© REPORTS 


PROPERTY EXAMINATIONS AND STUDIES for 
ACCOUNTING AND REGULATORY REQUIREMENTS 
CHICAGO + MILWAUKEE - NEW YORK + WASHINGTON ~- And Other Principal Cities 








vex FOL, Bacon x Davis, anc. naxx ossrs 


CONSTRUCTION e APPRAISALS 
Engineers 


OPERATING COSTS INTANGIBLES 
VALUATIONS AND REPORTS 


CHICAGO PHILADELPHIA NEW YORK DALLAS WASHINGTON 








SANDERSON & PORTER 


ENGINEERS 


VALUATION DEPARTMENT 
APPRAISALS AND RATE QUESTIONS 


CHICAGO NEW YORK SAN FRANCISCO 








BLACK & VEATCH 


CONSULTING ENGINEERS 


Appraisals, investigations and re- 
ports, design and supervision of con- 
struction of Public Utility Properties 


4706 BROADWAY KANSAS CITY, MO. 


JACKSON & MORELAND 
ENGINEERS 


PUBLIC UTILITIES—INDUSTRIALS 
RAILROAD ELECTRIFICATION 
DESIGN AND SUPERVISION—VALUATIONS 
ECONOMIC AND OPERATING REPORTS 


BOSTON NEW YORK 











EARL L. CARTER 
Consulting Engineer 
REGISTERED IN INDIANA AND NEW YORK 
PUBLIC UTILITY 
VALUATIONS AND REPORTS 
814 Electric Building Indianapolis, Ind. 





JENSEN, BOWEN & FARRELL 


Engineers 


Ann Arbor, Michigan 


Appraisals - Investigations - Reports 
in connection with 
rate inquiries, depreciation, fixed capital 
reclassification, original cost, security issues. 








EDWARD J. CHENEY 


ENGINEER 
Public Utility Problems 


61 BROADWAY NEW YORK 














SPOONER & MERRILL, INC. 
Consulting Engineers 


Design—Supervision of Construction 
—Reports—Examinations—Valuations 
20 North Wacker Drive Chicago, Ill. 
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Gas company 
executives. 


Alphabetic Bookkeeping and 
Accounting Machine 


Investigate the SPEED and 
Flexibility of punched card accounting 


It isn't necessary to have a large volume of business, to benefit by the 
punched card method of accounting. This modern, widely-accepted 
method now offers an advantage to small and medium-sized companies. 


This advantage lies in the flexibility of the machine shown above. This 
one machine will take care of practically every type of utility account- 
ing. It will prepare the complete reports you need automatically from 
punched cards. Simply by altering the controls on this machine you 
can switch from Billing to Payroll to Operating Ledgers—all in a 
matter of minutes. 


Write for detailed information concerning the advantages which this 
flexibility and speed can mean to your business. 


[ INTERNATIONAL BUSINESS, MACHINES CORPORATION | 


World Headquarters Building ranch Offices in 
590 Madison Ave., New York, N. Y. Principal Cities of the World 
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* 
UNCONDITIONAL GUARANTEE 


If this Housing ever 
Breaks or Distorts we 


will replace it Free. 
COPR. 1937 


TO 








Quit Wasting 


Time and Money on 
Pipe Wrench Repairs! 


The Guaranteed FRIFZ21ID Housing keeps 
this wrench on the job ... doing better work 


Millions of RIGID wrenches in use under that housing 
guarantee—and the users will tell you they stay on the job! 
That proves how RIZ&IDs help you avoid the nuisance 
of repairs, let you get along with fewer wrenches, save 
you money. 

You enjoy using the safe all-alloy RIZAID with its re- 
placeable chrome molybdenum jaws, its adjusting nut that 
never binds even in the 60” size, its powerful I-beam 
comfort-grip handle. 

It’s a tool that inspires workmanlike pride and care. For 
eso and efficiency, buy RIZ&lbs—at your Supply 

ouse. 


The Ridge Tool Co., Elyria, Ohio 
. Felcssii Pre TOOLs 
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BETHE “PRODIGAL” LOAD RETURN 


{ 


N 1934, fewer than five per cent,of the*street- _ been proved time after time. They are attract 
transit vehicles purchased were electrically _ more and more power companies to the profit 
powered; in 1935, seven per cent: In 1936, and task of encouraging theif use. Modern tr 
again last year, the percentage jumped to 20. cars, quiet and smooth enough to astonish 
Smoothness—in appearance, in operation; smooth- who have ridden in only the older models, 
hess that attracts more customers and so earns recently brought ‘this. type. of vehicle from# 
eater profits for transit: Companies=-is helping  “endured”’ tothe “endeared” elass in urban trang 
nodern electric ‘vehicles turn the trend in urban 


General Electric’$ work-in’ assisting the devel 


transportation. back ‘toward. electricity, meh 6f these veli@les Mag prometny eed 


More than 2000 trolley Coaches now in service in __ has contributed to this success. The t:.ngible 
43 cities represent ‘a power load—and @ steady sult is increased load’ for you, intreasc | depet 
lone—in excess “Of 2603000,000 kilowatt-hours a ence on your service. Such *load-buil ‘ing wd 
year, They have passed the stage.of experimen- comes to you as an “extra” benefit ‘rom d 


tation, and their ability to carn greater net has _ purchases of General Electric products. 


GENERAL @ ELECTRIC. 


ay 
% 
Ea 





